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;{E PRESIDENT' S BUDGET UESSAGE 

Present: JJ:r . Fcl ey 
Mr. Kades 
Mr . Bean 
Mr. Bell 
L!r. !Jorris 
J.:r . Ransom 
Air . Paul 
J.ir. Goldenweiser 
!Jr. Gaston 
L!r . Haas 
Ur. Blough 
Mr. ~·,ru te 
L!r . Currie 
lJr . Gil bert 
l.!r. Kuhn 

December 24, 1941 
10:15 a.m. 

HJ~ .JR : The reason I asked you gent lemen to come 
here to help us is that ~e are trying to draft a tax and 
fiscal message for t he President and the enormity of it 
appalled me when I saw t he figures ; and we have two sections 
here, one on the taxes and one on the raising of the money. 
I don 't know whether those gentlemen who, I guess, have 
seen it in advance --

J.!R . RANSOl.l: This morning. 

H.J.i . JR: liave you? 

t:.~ . PAUL: \"/hat you have has been revised somewhat . 

H.J!.. JR: So I think on t he tax thing I will ask J.!r. 
Paul to r ead a pa&e at a time or wherever there is a good 
place to break ana then we will stop for discussion, if 
that is acreeable, and then after that Ur . Bel l will read 
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the par t that has to do with the rais ing of the money. 

!.!R. BELL: It doesn 't amount to much now. It is 
shortened. 

H.!!.JR: You mean the raising of the money'l 

i.!:l. BELL: No, that l>art in the budget nessage. I t 
has been reduced to a min1mum. 

(:r . Foley and ~r . Kades entered the conference. ) 

ll.i!.J:l: \'ie need a couple of good laeyers, present 
cocpany excepted, other than tax lan-Jers. I needn't say • 
tha t this is unusually confidential, because this is something 
nhich is the property of the President. 'dlult we are 
doing goes to him and his budget message, he guards that 
abost as closely as Mr. Churchill ' s arrival. !lot quite, 
but almost . All right, Randolph. 

lffi . PAUL: "Victory in this war will demand e:cpendi tures 
on a scale for which there is no precedent in our h1story. \ 
Victory will call for sacrifices--real and stern sacrifices--
on the part of every American , irrespective of occupation 
or income. If we are to furnish the v;eapons to the men 
nho are doing the fight ing, we shall have to exert every 
possible ounce of energy, and we shall have to nobilize 
every possible doller of our income. 

"The material resources we need for vi ctory r.ill be 
supplied, whether guns or dollars . The task is huge, but i t 
is within our powers . 

'Vntil this job is done, we will not talk of burdens - ­
of tax burdens or debt burdens . Instead r:e Tti ll talk of 
o~portunity -- the opportunity to have a real part in the 
f1ght to preserve our freedom. 

"This is the spirit i n which the Amer i can people Tiill 
v;ant us to approach the problem of financing the war . " 

11 .1.!. JR: Do you want to pause there? 

~. PAu~ : That is a good place to pause. 
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I.!R. RANSOJ.I: No CODIIIenh on that, llr. Secretaey. 

H.U. JR: Well, I can comment like rou -people did 
because I didn't write i t. I can say it is veey good. 

MR. RANSOM: It is very good indeed. 

MR. CURRIE: A verrminor point, llr. Sscretarr; in 
the second paragraph, "the material resources will be 
supplied, whether guns or dollars.• Usually you mean by 
material resources the guns and then the dollars can also be supplied. 

YR. BELL: You could strike out ~terial." 

I.!R. PAUL: If dollars aren't material 

MR. BELL: Strike out "material." 

MR. PAUL: No, you can't do that because one of the 
resources we have to supply ia men. 

11R. \'o1liTE: \'/by not put "sinews, 11 than, the sinews of 
war that we need for victory. 

MR. PAUL: That would be all right . 

!JR. GOLDENWEISER: If I may make a suggestion, in the 
first paragraph I think it would strengthen that if you say 
we shall hive to exert all our strength instead of"eveey 
poaaible OIDlce of energy ,• because •eney possible o\Dlce of 
energy" is a kind of a-bad phrase. 

MR. PAUL: I agree. That follows Mr. Currie's 
criticism of the other day. Shall I go on with the next 
page? 

H.U.JR: Will you please? 

MR. PAUL: "Let me state briefly the basic objecti!es 
which I think should guide us in the formulation of a fl8cal 
program for the war. 

"1 . The revenue of the Government IIIUit be greatly 

• 
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increased to meet war expenditures. The maximum 
possible portion of the war coat must be met from taxation . 

•2. Inflation must be curbed. 

"3. The financial sacrifice ·must be equitably 
distributed. 

"4. Undue profits during wartilr.e must be taken by 
the Government . 

"5. More flexibility should be introduced into our 
fiscal measures during the amergency. 

"6 . Our fiscal policy must be directed toward the 
achievament of maximum war production," 

I think that is a good place to stop. 

MR. WHITE: On the first page you said you weren't 
going to speak of sacrifices . On the second page you speak 
of the financial sacrifices . There may be a long distance 
between --

MR. PAUL: We tried t o get another word there, and if 
you can give ua one I would be glad to have it, but we couldn't 
get a better word. Viner and I agreed at 4:30 last night 
that we oouldn •t. 

lollt. \\RITE: "Financial ~oat . • 

liR. PAUL: Coat? All right. 

J.R. GOLDENWEISER: Either coat or effort. 

UR. RANSOM: Financial contributions . 

L!R. CURRIE: I think you had better change the first 
because l ater on in page five you talk a great deal of 
saorifioe . The equitable distribution . So you can change 
this first page by saying that this does involve sacrifice 
but the sacrifice is also an opportunity. If you look at 
that in another way it is an opportunity to play a real part . 
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KR. GJ.S'l'Qi: Well! on the fir at page rou apeak not of 
a burden but of a sacr flee , making a dlatinctioo between 
the two words • 

IJR. CURRIE: I am just malcing it consistent b7 aaring 
that this ia an opportuDity but looked at from another 
point of view, it la also an opportunit;r. Then you &rs 
not inconsistent later on in tAlking about &&orifices. 

MR. PAUL: I don ' t think it is so inconsistent with 
the first page. We t&lk of burdens there . 

IJR. CURRIE : The only inconsistency is the statement 
that you will not talk of burdens. Then you co on and 
talk about them, 

IJR. BLOUGH: Sacrifices &re burdens. In the third 
line of the first page you s&y it will taka sacrifices. 

H.M.JR: Well,Paul haa got the idea . He c&n decide 
what he wants to do with it . 

IJR. RANSOM: I don't like the word "sacrifice" because 
I think th&t to me implies something beyond what is meant . 
I would have in mind that you mean a ·contribution, which ia 
something that you do with pleasure rather than & ncrifice, 
which aeems to have a tinge of regret &ttached to it. 

J.!R. PAUL: Of course that ia what ia meant by that 
thi rd par&graph. 

MR. RANS<J.!: Yea. 

lm. BELL: Number four on p&ge two, to • come b~ck to 
th&t old word again, I don't like the word taken. 

MR. PAUL: I don't either. I like tha word "recaptu\ed" 
but the Secretary doesn't, so I couldn 't get &ny other word. 

H.M.JR: How about "abaorbed"? 

I.!R. BELL: Could you use the word •uaed"? 

H.Y.JR: •Absorbed. • 
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MR. PAUL: Do ;rou Wlllt to uu the word 1 abaorbed 1 

alone, or "absorbed b;r the Government'? ' 

H.ll.JR: ".llust be absorbed b;r the Gonl'llllent . • 

l!R. BELL: Or "aust be anilable to the Gonrlllllellt, 
either in one form or another.• 

MR. PAUL: "Absorbed' is better. 

UR. WHITE: Is a gradual process. 

H. M. JR: It is a firat cousin to "mop up." 

MR. PAUL: All right . I tbink it is a good word, 

lffi. BElL: I wouldn't uae that either. That haa caused 
ua a lot of trouble too. 

H. M.JR: Ia that all right with you, "absorb"? 

MR. PAUL: "Absorb" is a better word than I would have 
been able to think of. 

H.ll.JR: All right. 

llR. PAUL: 'Taxes. 1. The Need for Additional Taxes . 

"In the past 18 months this Nation, ~ile building 
up ita detenaae, laid the foundation for a might;r struClture of 

arms production. 

"In the fiscal ;rear 1941 defense expenditures amounted 
to $6 .3 billion . We expect to spend upon our war efforts 
$22 billion in the fiscal ;rear 1942 and $50 billion in the 

fiscal year 1943. 

"In the fiscal ;rear 1941 Federal net receipts were 
$7,6 billion. These are expected to be $11.9 billion in 
the fiscal year 1942 andi it there are no changes in our 
tax structure, $16.5 bi1 ion in the fiscal year 1943. 

"Thus it is estimated that the net deficit will be 
$16 billion for the currant fiscal ;rear, and, if no nfW 
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taxes are enacted, $40 billion !or the fiscal year 1943. 

"In these estimates allo~nce is made for only a 
modera te rise in prices . Any considerable rise in the 
level of prices woul d greatly increase the deficit. 

• 

"The disparity between estimated revenue and est imated 
expenditure is far too great for a sound fiscal program. 
We must have addi ti onal taxes . • 

MR. ~RRIS: If no new taxes are enacted, won't that 
alao apply to the current fiscal year? Shouldn't that go 
in, "it is estimated that if no new taxes are anacted, 
the net deficit--• you would get some new taxes in this 
fiscal year, won't you? 

MR. ~ni!TE: Particularly if they are going to be 
advanced payments. 

MR. GASTON : Only if they were advanced p~ents, only 
if they were current withdrawals . Otherwise they would 
all come beginning March of ' 43. 

MR. MORRIS: Well, we don't know which it is, so can't 
you sar, "if no new taxes are enacted"? 

J.IR. PAUL: \'/here is that? 

WR. ~ORRIS: "Thus it is estimated that if no new 
taxes are enacted the net deficit would be sixteen billion 
for the current year and forty billion for fiscal '43. " 

lo!.R . l'oHITE: That leaves your hand freer . 

JAR. GOLDENWEISER: You mean in transposition of the new 
taxes further up~ 

MR. MORRIS: Yes, that is all. Just transpose that 
one thought. 

L!R. PAUL: I have got it. Shall I go on? 

J.!R. GOLDOOIEISER: J.!&y I raise one more question? I 

' 
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wonder whether you want to e~ in your lut paragraph •a 
sound fiscal program"? Sound !heal program d oeen ' t quite 
sound like the thing you nnt to talk about. 

Lm. VBITE: I agree with you. A eound fiscal program 
may involve, under the circumstances, a lot of borrowing. 
In fact, we are not unsound merely because we have t o resor t 
to - -

J.IR. GOLDENI'IEISER: I think you can just - if you just 
put a period after "great• and take those last fin words 
out, i t would be all right. 

YR. WHITE: Balanced fiecal program? 

H.U.JR: How would you han it read, Dr. Goldanweiaer? 

. MR. GOLDENWEISER: I sUggest just leaving those words 
out so it would be the disparity between estimated revenue 
and estimated expenditures is far too great. We must have 
additional taxes. 

J.IR. PAUL: I think that is good. 

MR. GASTON: I think that strengthens it. 

MR. PAUL: I will go on then if nobody·has anything 
else. 

"2. The Menace of Inflation . 

"Additional taxes are needed to combat inflation. 

"As we approach full utilization of our productive 
resource ani considerable rise in prices would be an unqual­
ified evil. 

Is that too much a dollar-seventy-five word? 

H.M. JR: No, t hat is all right. 

J.IR. PAUL: "Infl ation is a source of grave social 
injustice. It undermines morale and impedes nr production. 
The hardships of inflation strike at random without consider-
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ation of equity or ability. Once it baa acquired momentum 
inflation. ia extremely difficult to control, and it will ' 
leave a heritage of post-war difficult ies that will haunt 
us for decades. Every consideration of national welfare 
calla for ita prevention . • 

I think I migll t go through this page on inflation . 

"The way to prevent inflation is to prevent people 
from engaging in the futile effort to buy more goods than 
can be produced. This re9-uires a camprehensi ve and 
integrated program of ant1-inf lationary measures, in which 
increased taxes and increased savings are essential parte. 
1nother part of such a program might be expansion of the 
social aecuri ty s;yst~~:~ , which at a later date I intend to 
recammend for other and more basic reasons . Price control, 
allocations and rationing are other parts of such an integrated 
program. • 

MR. RANSOM: Mr. Secretary, may I make a suggestion at 
that point, before you go to the rest of this page?. I 
think in light of the fact that the President issued an order 
for the regulation of consumer credit and installment 
credit and that we are in the midst of tryin~ to regulate 
that , that it would be tremendouslY helpful 1£ a very brief 
ref~rsnoe to that mechanism of control could be inserted at 
this point. The public relations of it would be tremendously 
i mproved1 and I would like, if it doeen' t throw out the 
context too much - -

JJR. PAUL: I muld like to get, if you wouldn't mind, 
just what your wording - where you figure it ought to go . 

!JR. RA!ISO!.!: Yes, "price cmtrol, allocations, ration.ing, 
and the control of consumer installment credit . • It is the 
last of all of these - it is the tail end of the whole 
program. 

!JR. GOLDENWEISER: Vlouldn 't you rather see regulation and 
cont rol? 

!JR. RANSHf: Regulation, yes . 

UR. GOIDENWEISER: Regulation of consumer credit . 
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MR. RANSOM: "And the ~egulation of oonauae~ credit" 
would aerre mf purpose, 

H.U.JR: Just the regulation of consume~ credit? 

MR. PAUL: Not installment, juat oona1111er credit? 

MR. RANSOM: Yea, tb&t is *hat the Executive Orde~ 
c&lla it , 

H.M. JR: I am being humorous now. Do rou want to add, 
-which is being conducted b1 the Federal Reaerre Board, the 
Acti ng Chairman, )4r , Ronald Ran-"? 

LIR, RANSOJ.I: I 110uld ra.tbe~ not. The more obscure I 
can rema.in in tba.t eituation the sa.fer ia m, life. 

H.Y.JR: I just wondered bow proud rou were of it . 

IJR, RANSOU: I am not a. t &11 proud of it, llr, SecretaJY. 
It ia a. job and a. difficul t one, and we are trring to do it 
to the beat of our abili cy. 

H.ll.JR: Well, I am being --

RANSOI4: I t ia full of problema and it ia bigblr 
experimental, but we are up against a technical aepect of 
it right now which might be tramendoualr aided b1 auob a 
mention. 

H.K.JR: It should be. 

LIR. RANOOJ.!: The regulation of conaiDur credit would 
be all that I would suggest . 

B.M.JR: It is in, isn't it, Randolph? 

WR. PAUL: It ia in. 

B.!.I,JR: O.K. 

IJR, PAUL: "All these ocnt~ols are interrelated. The 
devices of price control, allocation and rationing will be mora 
effective if taxes and savings are increased. Simila~lT, 
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the effectiTeness of the fisoal deTic•• in preTenting 
inflation will be greater if prio1 oantrol and oant rola 
over the quantity of goods anilable for 1ale are uaecl. 

1 3. Equitable Di•tr ibution of Taxes. 

"With fl.r heaTier taxes the need for equity in the 
tax system becomes more urgent. 

"'n this war it will be neoesaar;r to tax more he&Til;r 
all sections of the population who are above the subslatenoe 
lenl. All able to bear them will han to make aacrlficea. 
But the fact that large additional taxes han to be 
iaposed should not lead ua to forsake the principle of 
taxing according to ability to pa;r. 

•r have frequently pointed out that there are numerous 
loopholes in the present tax structure which ought to be 
closed. Because same taxpayers use these to &Told taxes, 
the other taxpayers muat pa;r more than they should. We 
can no longer tolerate these loopholes. 

"Our tax laws contain a number of unintentional 
technical inequities--unfair discriminations between 
different persona who are substantially alike and should 
be treated equally. • 

(The Secretary held a telephone conTersation with 
KJ.aa Grace Tully, as follows:) 
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H.i.: . JR: That was Grace Tully. :;he says the President 
\.ill not look ~t this until ~e ~how is over . So if you 
&et it over t h1s afternoon, 1t w~ll be plenty of time, Go 
ahead, Randolph. 

l,!R , PA!J"L: "These technical inequities are always 
ob jeotiont~bl e, but now when taxes arc being ire rea sed, it 
i s ureent tha t t he Govern.-:~en t should, to the ereatest 
extent possible, pr ovide relief fro1:1 then. " 

I t hink I ought to stop t here for a mooent . 

: •. ::. JR: Either this is so well nr itten or else 
sroebody has prepared everybody - -

(l:r . Louis Bean entered the conf erence . } 

:.:n. RAiiSOL;: Can I go back to the third page and ask 

• 

Kr . raul a question? The first line at the top of that page, 
lhe 11ord "ability" is used. I am not sure that I understand 
just what is meant by the use of that particular word. "The \ 
hardships of i nflati on strike at random, without consideration 
of equity or abili ty ." 

UR. PAUL: 1,'/ell, the word has a sort of cixed meaning 
in our minds. It has reference to ability to bear the 
~~reships , for instance. I think that is the principal 
r..eanine . 

~:R . 1.li!TE: A re&ressive tax . Inflation is a ret;ressive 
tax. It is the lor1er - it hi ts t he lol7er incane classes 
t.arder t han t he upper . 

!.:R. RJ.I:SOJ.!: It means the ability to bear it . 

J:R. PAUL : The. t is right . 

i.~lt. RA!~SO:: : I have no other su&gestions . 

i!R. GOLDE!H'.'EISER: l4Ly I make a sugeestion on this paee 
five? 

l:R. PAu'L : Certainly. 
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MR. GOLDBNWEIS!Rs In the 11oond IJ&N~Nph. '1'he 
last ~tnhnoe which nU that the faot- that l&rce aclai tioaal 
taxn han to be iapo1ed ahoalcl not lead u to ••lllc the 
principle of taxing aooorcling to abilltJ to pq. It ••­
to •• that that i1 weak tYen to •U&C••t that that - that 
an7body would euggtlt it. It •••• to ae it oull:bt to go 
the other wa;r. The tact that large adlli tiCIIlal !axea ~met 
be imposed makes it mort imperatin than enr to follow 
the principle of taxing and ao on . 

UR. PAUL: I think that ia a fine auggeatiCIIl . If 
nobod;r baa an;r more, I will go on with page six. 

•It is not neoessar;r to allow unreasonable profits 
in order to secure maximum production with economical 
business manag•ent. Under conditions ot a wartime 
eccn01111, the count1'7 cannot tolerate undul;r high profits for 
busineaa concerns . Wherever theae occur, they ahould be 
recaptured. 

"6, Flexiiility in the Tax S7stsm.• 

JLR. WHITE: Doea that illlpl;r that for some inlliYidult 
fOU can tolerate undul;r higb profits? 

lo!R, RANSOM: Well, "concern•" ia a word that meana 
more than corporations, and I think that ia all right. 

MR. CURRIE: You can lean out busineaa concerns 
without affecting the meaning. 

llR. F<!.fY: ll&rryw01ld put the period after profi te. 

MR. BEAN: Do fOU need the word •undul;r"? 

JILBIBlt Yea, tl:a t is a ke;rword. 

llR. BUt : VlbTl 
MR. PAUL: Because it ia a weasel word. We dCIIl' t want 

tc iiefina it at thh moment. 
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MR. BEAN: If ;you leave out the word "undul;y" ;you 
still have, "cannot tolerate higb profits.• 

J.!R. WHITE: I t is a major point of polic;y t here. 
Bean's point is, aren ' t all high profi t s undul;y high during 
an emergenc;y. 

J.m. RANSOM: Mr. Secretary, l!r . Paul admits that 
"unreasonable profit s" and "undul;y high profits" are both 
weasel expressions . I won't say what I intended to say, 
because perhaps the necessity of the situation requires you 
to be slightl;y on that side of the statecent. 

l.IR. PAUL: 
for a decision 
excess profi ta 

\7ell, we are trying to keep the door open 
along the broad patliway as to what kind of 
taxation we are going to recommend. 

l.IR. RAN SQ.! : Of course, I have a feeling of my own that 
the irreducable minimum of profit resulting fran any 
response to the need for furnishing the Government with the 
necessities of war is entirely null; but I think i t may be 
wise in a document of this kind not to be too specific at 
this time. 

MR. PAUL: I think meeting the suggestion fran over 
there we might change this line fou.r and use the same 
expression we had in the headimr1 . "Cannot tolerate undue 
profit~and leave out the word whlgh." WOuld that suit you? 

l.IR, BEAN : I think that would meet my point. 

H.M. JR: Just think of whethet instead o' the word 
"unduly" you want to use the word excessive. 

l!R. BELL: We had t hat once, didn't we? 

}JR. PAUL: We had "excess! ve ·~.once. 

11.1!. JR: Just put it down and you can toy with it 
afterward and decide which you like . 

UR. BEAN : "Excessive" has more connotations. 
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KR, FOLEY: I think "exceaain" 1e better than 
"undue. 

R.K. JR: Well, rou can decide afterward, 

YR. RANSOK: I hope it will be made aa tight aa 
possible, 

H.U. JR: Persanallr, I prefer "excessive,• but rou 
decide afterward, 

KR. PAUL: "Flaxibilit;y in the Tax Srat•. 

"The rate of war expenditure the size of the 
national income, the course of prices, and the extent 
and effectiveness of allocations and other controls are 
not subject to accurate estimate tar in adTaDce. It 
is therefore impossible to determine now preciselr how 
much additional taxes should be collected during the next 
eighteen months. This is true even though there can be 
no dispute that the needs will be great. It ia, accordinglr, 
important that the Congress realize the tentative character 
of all estimates here presented, and that it give 
consideration to the desirabilitr 6! introducing into its 
tax legislation provisions Which will make possible quick 
adjustments in tlie timing of tax collections or in ta.x 
rates during the period when rapid changes in the fiscal 
and economic si tuatian are likelr to occur , • 

J.IR. \'IlliTE: Shouldn' t that last phraee possibly be 
"when rapid changes in the fiscal and economic situation 
are occurring"? Ther are occurring right now. 

J.IR . PAUL: I think that is a good idea. 

YR. GOLDENWEISER: In the fourth line of that paragraph, 
couldn't rou change that to read that controls cannot be 
accurately estimated far in advance, rather than "are not 
subject to accurate estimate"? 

J.IR. WHITE: Yes, that is better. 

KR. PAUL: I think that h better. 
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).JR. KA~ES: Randolph, could you aay •tax ntes and 
collections instead of •or"? 

liR. PAUL: Yee. llafbe we ought to put that ar01111d 
the other way, too, rates first. 

JR. !CADES : Yee. 

).JR. PAUL: •s. Relation of Product!lon &nd Victoey. 

"In wartime when the Ute of the Nation is at stalce 
the so1md fiscal policiea are those which will help win 
the war. Sound war taxation not onlfmust contribute to 
defraying the cost of weapons, but it should facilitate 
their production in tTery possible-.,. 

"In a war economy, labor, raw materials, and facilities 
must be shifted from the production of ciTilian articles 
to the production of weapons and war supplies . Taxes can 
aid 1• speeding these shifts by cutting non-essential 
civilian spending. The differing effects of various taxes, 
not only upon the demand for goods but also upon the 
production process itself, should ~e carefully considered 
when tax legislation ia drafted," 

JJR. KADES: Do fOU want to S&f anything about labor, 
raw ma teriala and capital fund• should be sliifted? 

MR. PAUL: Labor, rawmaterials --

).IR, !CADES: You S&:f labor and raw materials. How 
about t he capital? 

MR. PAUL: You could say labor, raw materials and 
flclli ties. 

MR. WHITE: Labor and raw materials really means 
capital, the financial part of it. Capital is embodied 
in those two things. 

JJR. KADES: In the raw ma teriala? 

l.!R. WHITE: Or labor, one of the two. 
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WR. KUllll : You don't want t o tie it do1111 to raw 
materials, particularly, You 111&1 want t o ahitt •ohinea, 

J.!R. GASTON: It you want to make the word "raw •teriala" 
comprehenaive, you had better leave out the "raw. • 

MR. GILBERT: That~• the meaning of tacilitiea. 

l!R. WHITE: You could B&)' raw materiala or equipment, 
maybe. That laat paragraph, Gilbert, you will recognize, 
haa a considerable condensation of aamething you had. Doea 
it adequately cover it? 

WR. GILBERT: Is thia going to be the onlf reference 
to that? 

IIR. Vol!ITE: No, t here will be a 11 ttle mora in the 
next aeotion. ~be y-ou would like to raaerve y-our co•ant. 

H.M.JR: Dan? 

MR. RANSOM: Yr. Secretary, may I aak a queation at 
thia moment? I think that thia ia a very good statement 
and obvioualy vary carefully thought out, ao I sufpose 
that the omiaaion of any reference to the deairab1lity in 
principle of increasing civilian production in ao t ar aa 
it can be increased as a aubaidiary meaaure o.f Government 
behind the neceasity for putting all the effort first t o 
the production of materials tor war, ia not just an overaight. 
It might be a little dif ficult to aay it and per aonallf, I 
don't think at the moment it ia ao important. .lt tha same 
time of course, I think all of us recognize that it we 
could do both of these things aimultaneouely, it would be 
hir.hly- deairable and l eea emphaeia on allooationa, ·prioritiee, 
price controls and ao forth would be neoeaeary. 

Now I wouldn't have any 110rda to euggeat that might 
not lead'into real difficulty but in princille I think 
we should not go by without a brief dleousa on of it . 

H.M. JR: Three weeka ago I would have put it in. 

MR. RJNSOll: Yea. 
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H.!L. JR: Everybody is doing everything that they 
can, but I think right now we had better talk war. 

MR. RAliSOM: That suits me personally. I think that 
that would be rointed out by a good mSDT people as an 
omission. It 1sn•t one of major oonoern to me. I think 
the mo re you talk war and the more you put the emphasis, 
the better the job will be. 

H.U. JR: Well, Ronald, we can put it in and then how 
the hell is he going t o make good on it? 

MR. RAJISOM: I don't know. That would be, I think, 
a real problem. 

H.M.JR: I mean, how the hell is he going to make 
good on it? I am gl ad you brought i t up, but if it is 
left to me - mr own people can overrule me - I think this 
is a good fighting speech and the emphasis is , we are 
going t o have to produce t hi s stuff and we are going to 
have to pay for it . Now, as far as I am concerned--

MR. RANSOM: Obviously your staff doesn't think it 
should be included . 

MR. ~~TE: I can' t say that that was given, while 
I was at any of the meetings - it may have been given 
passing attention, but it certainly wasn't given any 
considerable attention. What we might do is talk it 
over when we leave here. 

H.M. JR: I don ' t want to water it down. This is a 
war speech and this is what I would like to see him do. 

!.m. WHITE: The danger is that you would be ;•atering 
it down because the moment you say you want to encourage 
those things which don't compete, then it appears as 
though the program which Mr . Gilbert says they are em­
barking on of curtailing drast ically everything down the 
l i ne provides a basis for discussion. They can say, 
~/ell , this doesn ' t compete," and so on. 

H. U. JR: Well, Harry, somebody - I don 't know which 
aeency comes out and says we can't bUf any more tires. They 

-• 
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don't tell UJ •hT· Thq jUJt ll:f, "You can't han tba. • 

lo!R. RANOO)f: You prett, well know wilT· 

lo!R. GILBERT: The position of the Price .ldainhtration 
and llr. Henderson ia thi. t no •phaah •hould be placed - no 
emphaah whatenr on any pouiblllty of expanding non­
defense production. 

H.W.JR: Wall, there you are. I didn't nen know 
that . 

KR. IWIOOil: ThAt la aatiefacto17 to me personally, 
but I know that there lilY be ICIIlt oo1111ent on it if it ia 
omitted. 

H.)f.JR: Well, there h the answer and I agree. 
Are you satisfied? 

llR. R.lNOOlL: . . Perfeot]J'. 

H.li. JR: I would leave 1 t out. 

)IR, PAUL: llr. Gilbert haa some figurea whioh I 
think--

)IR. GILBERT: They are not releT&Dt at this point. 

llR. PAUL: But they ahow that we oan' t llllke good. 

H.li. JR: I would like to hear it after llr. Bell 
does his part, but I am glad - I pat 1t in both ll1 
apeeohea that I made in the last two or three IIOiitha, 
and I wae all for it. I think it was good t hen bllt--

)IR, IWfSCI{: Let's lean it out for the time being. 

H.K.JR: It is .a.pioua hope which I don't think we ought 
to expreu. 

)1ft, BILL; Han you got the last page? 

H.K.JR: I han got the two laat pages. lhioh one 
do you want? 
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MR. BELL: We l l , the ceiling on the rate is like 
the fellow's overcoat, still in there --

H. lc!. JR: What e. man. 

IJll. BELL: The one is with the overcoat left out. 

MR. WHITE: I think we have met you more than half 
way on the. t. 

H.U. JR: On which? 

!.:R. !aiORRIS: On the rate . 

UR. WIIITE: On the part done by Wr. Bell. 

MR. ~ORRIS: We have gotten vague instead of' 
specific . 

H.M.JR: Of' course, Dan, the Federal Reserve is 
here, and if they want to guarantee through hell, high 
water and so forth--

MR. BELL: \'ie have got them sold. 

H.W.JR: That it will always be two and a half 
percent .• . .• 

UR. RANSOM: If I , individually, had the power, I 
would gladly do it . I will use such persuasion as I 
m~· have with my associates to come out at that point 
and let the Treasurr give the word. 

MR. BELL: I think we passed that point when we 
agreed to suport '67-' 72's at par. 

MR. RANSOM: I think that is the r eality of the 
situation. Whether it is wise to express it too frankly 
here, I would doubt . I don't think you need go too f'e.r 
in a document of this kind. 

H.IA. JR: Well, Dan dies hard. Let's have i t, Dan. 
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IIR. BELL: Well, thla aeotlon baa been-TePJ mob. 
reduced, and it •h11 contains now a paragJ"&pb. clraltecl 
by Kr. Gilbert. 

H.K.JR1 Thia ia bf Mr. Gilbert? 

KR. BBLL: \fell, the •in part of it 1a Jfr . Gil­
bert'• Tiewpoint on this whole section, and we took it 
back laat nlgbt before Jake lett and revised it in thla 
short fol'lll. 

"The expe.ndi ture program eet out in this budget 
will make neoesaai'T not onlJ aubstantiallJ increased 
tun but also greatq increased bonowlngs. These 
borrowings will be facilitated by the oil'ouastanoee 
which are neceuuiq auociated with a chauga ll'ca a 
peace to a nr eoon011,1. The achien•nt of the all-out 

·war production program will require dra1tio ourtailaant 
by allocations and other controls of new inveat..nt in 
non-defense plant and equipment; it will require deter- . 
ment of replaoementa and even maintenance in these linn--• 

H.M.JR: Just one second, because this is new to 
me. O.K. 

ID!. BEU.: It 1a practicall.Y the same thing you 
had yesterday except now it has been joined. 

~ ••• it will require an ext ension of the existing 
curtailment of production and consumption of consuaers 
goods. • 

H.K.JRI One minute, please. O.K. 

MR. BBU.: "These uaauree will out non-defense 
expendituru b7 ~ billions of dollara. This drastic 
curtailment of non-defense expenditures will add corres­
pondina:Q' to the priTate tunda available tor investment 
in Government securities. 

~ith adequate lunda aTailable tor investment in 
GonMIIIent nouritiea and with the effective opel'&tlon of 
a prograa of allocations and l'&tioning, we can finance 
our war effort without danger of disruptive inflation.• 

' 
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H.J.I . JR: Well, the first thine; I 1mnt to say, I 
am like Ronald Ransom. You leave out his favorite 
child, and you don ' t say anything about my Defense 
Savings Bonds anywhere in this thing. 

UR. GASTO!I: I think it goes broader than that. 
There is nothing in here about individual restraint , 
individual saving, and I don ' t think we can spend fifty 
bil lion dollars , the Government can spend fifty billion 
dollars in war production unless it does get - have a 
biF, campaign and a l ot of voluntary failure to spend, 
rost;aint from spending, abstention from spending, and 
I think ITe ought to have some thine; about that in here . 

~m . BELL: Well, what do you think that - beginning 
with the word "achievement of all-out war production" -
means, if it doesn't mean all of that. 

MR. HAAS: And a good deal of the savings will be 
involuntary. 

• 

l.m. GASTON : But I still think you have got to have \ 
the voluntary system. 

!JR. WHITE: The reason I hesitated about not includ-
ine it in, I think it was our feeling that the amount 
of voluntary saving through Defense Bonds which you 
could get, though large, becomes small when compared 
with the masnltude of the deficit we are talking about. 
To put that de2ree of emphasis on something that may 
acount even under the most optimistic emphasis, to six 
billion dollars a year, thou"h that is very, very sub­
stantial, yet when coMpared ~ith a forty billion dollar 
deficit it seemed to lose much of its significance, ar.d 
we thought that the the emphasis on that had better 
be reserved for either your discussions or others. 

MR. GASTON : I think we ought to have some sanction 
for i t in here . We ought to have a word or two at least . 

H.M.JR: Dan, put somothin& in here to en?ourage 
the mass of peopl e who have voluntarily subscr1bed to 
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these bonds, if it ie onlJ j~et a sentence. 

I!R. CURRIE: It oan 00111 right after the firet 
sentence I think, Ill'. S.ortt&1'7. 

H.li.JR: Juat a ltntance. You can eq 7011 haTe 
got all these labor unions and all of these people. 
Here are the seven hundred thousand Automobile Worker• 
who sent in a telegram. Che of their boys, hie eon 
was lost in Pearl Harbor. '!hey pledged fifty allllon 
for a new battleship. You don ' t know how far these 
things go. Just a sentence. 

IIR. KUHN: Herbert would carry it still further, 
Mr. Secretar,y. Herbert would carrr it further and put 
in some appeal for restraint in spending, irrespective 
ot the purchase of Defense Bonds. 

I!R. CURRIE: I think r iiht after the first sentence 
you could put in a sentence fncorporating that idea. 
These borrowings ·will come from the individuals volun­
tarily reetricting their epending and so on. 

H.K. JR: Soaethl.ng like that. 

l!R. RANSOM: In ertect you want to sq you can eq 
there is no income too small or none too large to par­
ticipate in this program. 

B.li. JR: I want to doff rq hat to the people who 
have voluntarily come forward to do this thing, and I 
think the response to date is worth taking one ' s hat 
ott. 

liR. BEll.: Well, I agree with that. I really 
don't think it baa a place in this budget message, but 
I am glad to put it in it you want. 

H.li.JR: I definitely ~ould like it in. It is 
the only thing I have asked to go in. (Laughter) they 
gave Raneom hie thing. 

liR. RAN~: I u prouder of your child than I am 
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of mine . 

(The Seoret&l'J held a telephone oonTeraatlon with 11110r 
LaGuardia.) 

H.K..JR: I lond the RJ he put it. He aid thq 
were h&Ting a t .. t of sou klnd about bcaba which would 
go off and make a whiltl1ng sound, He called ae up 
1esterda1 and he said the experlaent was a hundred per­
cent euocessful. We got a unanimous report thq were 
no good. (Laughter) 

Can I have 10111ething 1n there, Bell? And I &Ill 

not going to trade with fOU tor fOUr interest rate, 
either. 

KR. BELL: Well, I don ' t oare much about the interest 
rate allf aore because I don't think it is etrong enough 
as it ia. 

H.M.JR: Well, let ' • leaTe the interest rate out 
and give me a sentence, will 1ou, on the voluntarr thing. 

KR. WHITE: You •&T leave the i.ntereat rate out. 

H.K.JR: Yea. 

KR. WHITE: This last eection? 

H.K.JR: Yea. And give consideration to what 
Herbert said about rettralnt of buTing. 

l!R. WHITE: .t.t the rilk of incurring tour further 
displeasure, I thinlc it ought to be 1n, nrr etrongl.¥, 
that you ought to giYe a little more opportunitT tor 
some dieousaion on that point. 

KR. BELL: I thinlc it ought to be in, too, but I 
think it ought to be in stronger than it ie ln. 

IIR, 'li!IITE: Will you gin ue another crack at it'l 

H.K."JR: :So, Jake Viner enn agrees with ae. 
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MR. BEU.: Ja.ke Viner agrees with this? 

H.M.JR: Well, he is not here. 

MR. BELL: Well, I have got a sheet with hie 
initials on it . 

23? 

MR. CURRIE: We are unanimous on the interest rate, 
llr. Secretary. 

H.Y.JR: Wonderful. For once in my life I am not 
going along with my advisers. 

l.IR. GOIJ)Elf,mSER: I have two verbal suggestions-­

YR. RANSOU: Before he gets to the verbal sugges­
tions--

H.M.JR: Excuse me, Lauch, I think what we do on 
it will speak louder than an, statement. 

MR. GILBERT: I would like to suggest, Ur. Secretary, 
that it would very greatly facilitate the operations of 
the Treasury if that proposition of the interest rate 
were made very; very firm. In the absence of such a 
statement, there must be very considerable hesitation 
on the purchase of securities. 

YR. CURRIE: Particularly when you t alk in terms 
ot a forty-billion dollar deficit. 

YR. BELL: I am afraid they are going to sit around 
and wait for a three percent rate. 

MR. CURRIE: That is what I am afraid of. 

YR. MORRIS: And then they will wait for three and 
a half. 

MR. BELL: The thing I would like to ask you, Mr. 
Secretary, if you don't w~t it to go in here that you 
give some real considerat1on to the problem before this 
oudget message is published, because I think it is going 

• 
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to be quite a shock to the aa~ket. 

H.H.JR: Well, I will - you have got to come back 
between - you hen got to change this fo~ me aJl¥11&1· 
W~ite it both W&fS again, Dan. 

JAR. RANSCJ.I: l(y last suggestion ia a compromise, 
Kr. Secretary. I have some doubt as to whether such a 
statement should go in the budget message. I haven't 
any doubt in rrt¥ own mind that it would '6e hel pful to 
the Treasury if you should say something at the same 
time at the ve~ first opportunity. ' 

H.M.JR: How about if I write an article for Fortune 
magazine? 

MR. RANSCI[: I don't think highly of that. 

l!R. WHITE: They don't pay high enough. 

LIR. RANSOl£: You ought to take an occasion to say 
something for nea~ly all of the reasons which have been 
advanced. I think it would be ve~ reassuring, and I 
think it would b~ing out funds which are now a little 
hesitant , and I thi.Jik a. st~ong oase can be made. 

H .~.JR: Well, I will give it another thought . 
If you all feel that way, what the hell? I am only one. 

JAR. OOLDEh~ISER: I feel that way very definitely, 
lolr. Secretary. 

KR. CURRIE: And I agree with Ronald, however, that 
it would se~ve the purpose equally well or appare~tly 
better if there could be a joint statement by the Fed­
e~al Reserve and the Treasury on the interest rate 
policy to be pursued through the emergency. I think it 
would be very, ve~ helpful. Or by you alone. It 
doesn't make any difference . 

I!.H.JR: No, it should be joint . 

HR. RANSOil: I would a~ee in principle with that. 

Regraded Unclassified



239 
- 27 -

It makes ~ road a little harder. 

MR. WHITE: This is the firs t time they will hear 
this forty billion figure . It should be either Te~ 
close to that or preceded by that or simultaneous. 

l.IR. IWISOK: I think it should be timed. 

Jm. WHITE: Otherwise it will seem as thou.!th you 
are appalled by what is happeninP,, and you are £eying 
to thro~ in reserves . I think it i s ba tter to take 
the thing by the for elock and sock it at the same time 
or make a statement prior t o it. 

H.U. JR: Well, when you come in, come in with 
two sheets of paper again, provided there is something 
in on ~ Defense SaYings Bonds . 

MR. BELL: We will t rade, will we? 

H.M.JR: Yes. 

MR. \'d!ITE: Yaybe Ferdie can draft three or four 
sentences on the Defense Savings Bonds . 

H.ll.JR: I am sure he can. One sentence will be 
enough. Just the volunteers. 

loiR. BELL: Something along the line of Lauch's. 

H.ll. JR: Just the way Frank Knox gets the thrill 
about having t he number of volunteers go up the last 
two weeks , I get it through people who are coming in 
to buy the bonds. Now, I don't know how long it will 
last, but yesterday we took in thirty- four million 
dollars in E Bonds in one day and the whole month ot 
Hovember we sold a hundred and nine. I don't know 
whether it i s going to continue, but that was one 
day of B Bonds . These people that are doing this 
thing, I think it is worth¥ of one se.ntence, because 
I personally am going to keep fighting to make it ea~ 
for t he se people to do it , not only for the money but 
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tor the aatiafaction they get in their innards. They 
are doing something. 

MR. RANSOK: I agree tully with you. I think thh 
particular meaaage m&T not fit in with your aoheme of 
things that you have got, but it is ~fter all somewhat 
in the nature of a stump ieeoh on occasions auoh aa this, 
and if there is aomethinf ike that to which you and we 
and the rest of us can t e whatever we say in the 
future, it would be very helpful. 

H.K. JR: You take right today, the people want 
to do southing. I get it all the time. What can they 
do? They can inliat in the !l"li,T and lla'f7 or the 
Yarine Corps or they can buy a l>efense Savings Bond, 
and when you have got that through, by God, £hat is 
about all they can do unless they want to roll bandages 
or something like that. There isn't much else. 

Now, the President - he did. He gives his whole 
apeeoh on the Red Cross roll call. All I am asking tor 
is one sentence. (Laughter) . 

MR. OOLDENWEISER: Well, you should have it, ICr. 
Secretary. You are so modest. 

B.K.JR: I have got to work like hell to get it, 
though. I m not asking that we put in Irving Berlin ' s 
song. {Laughter) It might be a good idea at that. 

MR. BELL: Why don't we end i~? We ought to han 
an ending anyhow. The "llu1 A Bond song. 

B.ll. JR: Just put a cop;r of Irving Berlin' a song 
at the laat page. 

MR. BEIJ.: Sure. 

MR. BEAN: ICr . Secretary, mJ!q I make a small sug­
gestion about the middle of the paragraph? 

B.K.JR: Please. 
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KR. BB1B1 The line that reada, "require an ezten­
aion of the eziating ourtailaent of produotion and oon­
aumption of oonaaaera goode.• Row, lt baa been pointed 
out in the Tarioua plaoee that reetriotion on eonaa.ption 
of ooneu.era goods would be Terr largelr in the hard 
goode. le are not ooncerned partlcularlr with, sq, 
foods. I wonder if it might not be - if you can't be 
a little more positiTe 1D the statement of this probl .. 
by indicating that 1D one major area of ooneumptlon 
we are not going to han an;r curtailaent. 

H.ll.JR: lleaning food? 

KR. BW: Food. 

H,K,JR: I think it is good. 

KR. BEAN: And that in the other areas we are 
merelJ" asking for a restrlotion of thoae things which by 
and large are postponeable . 

H.K.JR: Take it on. 

KR. GILBERT: As a matter of fact, in the first 
draft of this thing, durablea and aemi-dUrablea were 
specified. That wea dropped out, I take it. 

KR. WHITE: le thought it na too technical. 

B.K.JR: I entlre}J" agree w1 th the present phrasing. 
I do not think that you can a!tord to •11 to the countrr 
that they will not be obliged to cut their conaumptlon 
of food. I think it ia too aisleadlng. .lt this time J 
it coaea prett,r close to dlshoneat,r to make a proposi-
tion of that sort. 

KR. BW: Un!ortunatelJ", I haTen't been in touch . 
with the agrioultural figures t or the laet couple of 
months . Are you speaking now from your knowledge of 
the production of 1942? 

KR. GILBERT: On the bash of such intol'Jiatlon aa 
we haTe with regard to production and Lend-Lease food 
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requlrsmenta, I can see no out but to ration many of 
the food iteu. 

MR. BE1N: Well, I yield to his information, but 
I am going to check on ~ own aooount to see whether 
he is right and bring ~self up to date on this , Wr. 
Seoret&l')" . 

MR. GILBERT: In anf event, even if it is not 
true of food, it i s true of ~ textile items. Why 
should we be specific? 

MR. BEAN: Well, because you are--

MR. WHITE: How would essential foods strike you? 

MR. HAAS: Well, it is the eseential ones Gilbert 
has in mind. 

MR. BE1N: Here we are running with a capacity 
consumpt ion of food at the highest level in history. 

MR. GILBERT: But I should like to say I think it 
is high time - take the di~cussion of butter. We put 
it on straight out and out war requirement terms. What­
ever that takes, that is all right. Tbe country is 
ready-- · 

MR. BEAN: But you don't need to make people 
fearful of things about which they don't need to be 
fearful. 

liR. GILBERT: I don't think there is anything 
frightening about that phrasing. 

MR. BEAN: If it is t rue under Lease-Lendi we are 
going to support such a huge volume that we wi 1 be 
curtailing our food consumption well and good. If that 
ia a faot , I don ' t mind having it stated. But if, as I 
assume, that isn't the case, then it doesn't hurt to 
indicate it. 

MR. WBITE: If Louis Bean's version of the facts 
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are correct, then a sentence oueht to ~o out . 

H. M.JR: It i s something new. 
theae fellows on a little bit when 
over? 

Would you take 
this meet ing is 

243 

lffi . SEA!l : Well, if you don ' t lllind, inasmuch as 
there seems to be a different interpretation of the 
facts which I don' t have and Dick apparently has--

E.!.. JR: ·,iell, could:1 ' t you '"0 do\m to Herr;r 
.rhitc ' s office and jus t t eke enOU <"ft time to get to­
~ether on it. 

~. JELL: I thin} the ~ole para~raph probably 
our;ht to be !!J>ne over 1·n th the:.1 because I don ' t think 
•r . Gilbert had seen it since it had been revised. 

1!. /l . JR: Or ro into !.lr . een Is office . Thi s is 
your re sponsi bility, Bell. I mean, \"thy don ' t you, 
when it is over, go into Jb• . Bell ' s office·? I mean, 
I am holdinc you re sponsible. 

i:ow, one other thin~: , some body said you had• sone 
fir,ures that you r-ant ed to tell us . 

L(I{ . GlLBERT: It is ver;; technicnl, l~ . Secretary, 
·.bat I had in :nind was simoly for the use of the 
technicians to eQ over . Tne basic coaputations are 
very siJ:ple . T'ne basic pro~ram lfhich is now envisa;;:ed 
call s for oroduction of durables of tcirty- five to 
thi rt r-ei <;ft t billions in f i sce.l '43 . !low, those iteos, 
J..rao.:,· ordnance, ships , !>lanes, can:to~ be produced except 
b,;- divertin,. the ::1etals and fac l lltles f ror.. the pro­
~uction of plant,equi p;;:ent , machinery, durable consumers' 
<"Oods . 

In other words, to get this victor:r pro;ran, to 
~et these Government expenditw•ts, you are simply 
obli~od to eo out throu~h allocations and o~t the 
expenditures of business and cut the expe:1d1tures of 
consumers for ~ods . Therefore, you choke off the 

0 

• 
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volume of expendltures br buaineas exaotly equal to 
the inorease in defense expenditurea, and you choke 
ott the volume of expenditures b7 consumers &!most 
equal to the in·ureue in expenditures b7 Goverlllllent 
on the basia of the materials t&ken. 

H.K.JR: Almost equal? 

IIR. GILBERT: That ia right. In tot.al we get a 
result of this sort, that between September of this 
year and December of ' 42, rou&flly the mid ioint of the 
fiscal year, an increase of defense expend tures of 
thirty-three billion is contemplated. 

H.Y.JR: From when to when? 

KR. GILBERT: From September of '41 to December of 
'42. To meet that increase, funds available to satisfy 
the Treasury's requirements will come to twenty-one 
billions, from the decrease in other Federal expenditures, 
about one billion, decrease in state and local expend­
itures of about one billion, and decrease in private 
plant and equipment expenditures and durable,oonsumers' 
goode , that totals twenty-one billion. We estimate fur­
ther that an addltional nine billions of savings will 
be available as a consequence of the increased financial 
income between September of '41 and December of '42 so 
that a tot&l of thirty billions add.itional funds avail­
able for Government use ia contemplated as against a 
need of thirty- three. 

H,)(,JR: Well, we miss b7 three billion. 

ldR. GILBERT: That is right . 

H.ll.JR: That is not bad. 

llR. GILBERT: These figures are tentative, and 
they might be out by three or tour billions, but they 
could not be off more than that . 

H.ll.JR: Would you leave that with Mr. Bell? 

Regraded Unclassified



245 
- 33 -

KR. GILBERT: Be glad to. 

H.K.JR: I would say that was encouraging from · 
the standpoint of money raising. 

MR. GILBERT: That is r ight. It follows inevitably 
f rom the fact that you cannot get the defense production 
without curtailing the product ion of machi nery of all 
the hard goods generally. 

UR. BELL: That was the reason this whole parag~aph 
was changed around to another approach. 

H.M.JR: Well, let's leave it this way, Dan. Do 
you suppose I could have the thing - meet with my own 
people again at two- thirty and then finish it? 

MR. GOLDENWEISER: !lay I make two verbal suggestions 
right now, or shall I make them later? 

MR. BELL: Make t hem in there. I think what we 
can do is go in there and get an agreement with this 
group and then come back to Y9U in our own group and--

H.Y.JR: At two-thirty. 

MR. BEll: Yes. 

H.M. JR: And if you don't mind, when you leave 1ir. 
Bell ' s office, I think it would be nice to leave all the 
copies in there, if you don ' t mind. I mean, all the 
copies of this thing, if you would just leave it in 
his office. 

J.!R, PAUL: 
raid alarm? 

That two-thirty is subject to air-

Am. BELL: Oh, it is? 

ll.M.JR: Not in this buildin~ . 

KR. PAIJL: Oh! 

• Regraded Unclassified



- 34-

H.K.JR: Not in thia building. We bad OUl'B 
ruterdq. 

!IR. RANSOJl: Jlq I aak, would 7ou like Dr. 
weiser to atar? 

B.K.JR: Varr much eo. 

246 

Golden-

KR. IWISOJl: And if 70u he.ve &llf other llll!etinga 
scheduled for the afternoon, will rou &dTiae hia? If 
rou want me , I &II anllable all dq. 

B.K.JR: No, if those people, the technicians who 
are here, and I take it rou and I are not, will go 
in Mr. Bell' a room now, ther can finish thia thing up 
and then ther will c011e in and aimpl7 eho• me where to 
sign it. 
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FDUNCI NG THE \'~ 

Victory in this war will demand expenditures on a 

scale for which there is no precedent in our history. 

'lictory will call for sacrifices -- real and stern sacr i ­

fice - - on the part of every l~erican, irrespective of 

occupation or income. If we are to furnish the r.eapons 

to the men who are doing the fighting, we shall have to 

exert eve~; possible ounce of energy, and we shall have 

to mobilize every possibl e dollar of our income. 

The material resources we need for victory will be 

supplied, whether guns or dollars . The task is huge, 

but it is within our powers . 

Until this job is done, we will not talk of burdens -­

of tax burdens or debt burdens. Instead we nill talk 

of opportunity -- the opportunity to have a real par t in 

the fight to preserve our f reedom. 

This is t he spirit in which the American people will 

want us to approach the problem of financing the war. 

• 

' 
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Let me state briefly tha basic objectives which I 

think should •guide ua in the tcl'llllllaticn of a fiscal 

program tor the war, 

1, The revenue of the Government must be greatly 

increased to meet war expendi turea. The maximum 

poasi ble portion of the war cost must be met frc:m taxa­

tion. 

2, Inflation must be curbed, 

3 , The financial sacrifice must be equitably 

distributed. 

4, Undue profit s during wartime must be taken by 

the Government. 

5, Yore flexibilitr should be introduced into our 

fiscal measures during the emergency. 

6, Our fiscal policy must be directed toward the 

achievement of mximum war production . 

TAXES 

1. The Need fer Additional Taxes 

In the past 18 months this Nation, while building 

up ita defenses, laid the foundation for a 1ughty structure 

c£ area production . 
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In the fiscal ;rear 1941 defense expendi turee amounted 

to $6,3 billion . We expect to 1p111d upon our war efforts 

$22 billion in the fhcal ;rear 1942 and $50 billion in the 

fiscal ;rear 1943. 

In the fiscal ;rear 1941 Federal net receipts were 

$7,6 billion . These are expected to be $11.9 billion in 

the fiscal year 1942 and, if there are no changes in our 

tax structure, $16.5 billion in the fiscal year 1943. 

Thua it is estimated that the net deficit will be 

$16 billion for the current fiscal year, and, if no new 

taxes are enacted, $40 billion for the fiscal year 1943. 

In these estimates allowance is made for only a 

moderate rise in prices. Any considerable rise in the 

level of prices would greatly increase tho dofioi t. 

The disparity between estimated revenue and estimated 

expend! ture is far too great for a sound fiscal program. 

l'le must have adell tional taxes. 

2. The Menace of Inflation 

Additional taxes are needed to c~bat inflation . 

As we approach full utilization of our productiTe 

resource any considerable rise in prices would be an 

unqualified eTil. Inflation is a source of graTe social 

injustice, It undermines morale and impedes war production, 
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!'he b&rilbip1 of btlattca atJoib at raa. witboat 

ccneideratloa of equit)" or abillt)". ~ct it baa acquired 

li!CIUDtla, illflatiOD 11 tztP•tl7 dittioul.t to COilti'Ol, 

and it will leaTe a heritage ot poat-war dittioultiea 

that will ballllt Ul tor deoadea. En1'7 oonlideration 

of national welfare oalla tor ita prenntion. 

The wq to prennt illtlation 1a to prennt people 

!rom engaging ill the futile e!!ort to bliJ aore gooda 

than oan be produced. !hie require• 1 oamprehaneiTt 

and illtegrated prograa o! anti;illtlationa1'7 aeaeuree, 

in which inorea11d taxee and 1Dorea11d eaTing• are . 
eaeential parta. Another part o! auoh a progr1111 might 

be expansion of the eooial eeourit;r e;rat1111, which at a 

later date I intend to re0011111end for other and more basic 

reaeona. Price control, allooatiane and rationing are 

other parta o! such an integra ted program. 

ill theee oontrola are interrelated. The dmcea 

o! prioe control, allooatian, and rationing will be more 

e!!eotiTt i! taxea and aaTinga are illoreaeed. Similarl;r, 

tha efftotiTIDell of the tiaoal deTiOII in prtTenting 

inflation will be greater 1t pr ioe control and controle 

onr the quantit)" of goode anilable for aale are Uled. 
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8. lqlaltabla Dht1"1but1c:a of 'fuaa 

With tar heaTiar tax11 the netcl tor equi tr in the 

tax arat• beooaea IIOI'e urgent. 

In thia •r it will be neoeua1'7 to tax aore heaT!lJ 

&11 aectiona of the population who are abon the subahtanoe 

level. All able to bear th .. will baTe to make aacrificea. 

But the tact thet luge additional taxea ban to be 

i.mpoaed ahould not lead us to forsake the principle ot 

tuing aocording to abilitr to P•7• 

I hne 11"equaotl7 pointed out that there are n~a~roua 

loopholea in the preaent tax atructure which ought to be 

cloaed. Beoauae aome taxp&Ters use these to &Told taxes, 

the other taxpa7ers 1111st PAT more than the7 should. We 

can no longer tolerate thea• loopholes. 

Our tax lawa oontain a nUIIber of unintentional 

technical inequities--untair diacriminationa between 

ditterant peraona who are subatantiall7 alike and ahould 

be treated equallJ• I Theae technical inequities are &1-.;ra 

objectionable, but now when taxes are being increased, it 

ie urgant that the Gonl'!llltnt ahould, to the greateat 

extent poaaible, provide relief f roa th ... 
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4. Prenntion ol Undue Profit.. 

It is not ntoessarr to allow unreaaonable profits 

in order to eeoure ~~aximum production with economical 

busineaa management. Under conditions of a wartime 

eoon01J11, the oountey cannot tolerate undulr high 

profits for business concerns. Wherever theee ooour, 

thef should be recaptured. 

5. Flerlbilicy in the Tax SJstc 1 

The rate of war expend! ture, the aile of the 

national income, the course of priot~ , and the extent 

and effectiveness of allocations and other controls are 

not subject to accurate estimate far in adTanoe. It 

ia therefore impossible to determine now preciselr how 

much additional taxes should be collected during the 

next 18 months. This is true even though there can be 

no dispute that the needs will be great, It is, 

accordinglr, important that the Congress realise the 

tentative character of all estimates here presented, and 

that it give consideration to the desirebilitr of intro­

ducing into ita tax legislation provisions which will 

make possible quick adjustments in the timing of tax 

collections or in tax rates during the period when rapid 

changes in the fiscal and economic ai tuation are likelr to 

ooour. 
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6. Relati011 of Producti011 and V1ctoJ7 

In artS.. when the uta of the Nation h at ataka 

the aOIIDd filoal pollo1ea are thoae which 111llllelp-. 'tia 

the w.r. Sound w.r tuat1011 not olllJ' J~Uat o011tribute to 

defraying the ooet of weapane, but it ahoulcl facilitate 

their procluction in eTer,y poeeible way. 

In a war econ<llf, labor, raw materials, and facili­

ties 111111t be ahifhd from the production of ciTill&D 

articlu to the production of weapons and war euppliea. 

Taxu OlD aiel in apeecling the11 ahifta by cutting nCD• 

naentlal ciTili&D epencling. 'l'he di!fering etfeota of 

varioua taxu, not only up011 the cl~d for goocla but 

a1ao upOD the production proc .. a itself, ahoulcl be care­

tullT oonlidered when tax ltghlation ia clra.tted. 
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The txpecll buot progra aet out in thh ba~Jctt will ab 

neoutar;r not on~ eu'betantiall.J inor•etd tuee but aleo 

gr11tl.J inort~atd 'borrowinp. 'l'htlt 'borrowinp w111 11e 

bo1litattd b;r tht oir01aat&llote wb.ioh are ntotllari~ 

auooiated with a ohange tr011a ptaot to a war eoon~. The 

achienment ot tht all-out war production prograa will require 

drastic curtailment by allocations and other oontroh ot 

new innstaant in non-defanet plant and equiJa.nt; it will 

require detemant ot replao•anta and n.a •intenanot in thtet 

linea; it will require an • xt.aaion ot the exhting ourtall­

ment ot productiClll and oona*Ption ot oozunaera gooa. 

Theee meaaurea will out non-detenat up.adi tur11 b;r .an;r 

billions ot dollan. 'l'hia draatio ourtaillunt of nClll-cltttut 

expend! turu will add oorreap~dingl;r to the prh.te tlmd1 

an.ilable tor innatment in Goni'IIIUnt aecuritiu. 

1ilth adequate tunda an.ilable tor innetayt in 

GoTtrnaent securities and with the etteotiTe operation ot a 

pro~ ot ~ooatiCllla and rationing, we can finance our w.r 

effort without danger of diaruptiTe lntlation. 
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OotrB to r: 

OrPce 
Tu lly: 

•·.Jr: 

7: 

H:.Jr: 

T: 

H!·.J r: 

T: 

H:·.Jr: 

T: 

~-:Jr: 

,<;.Jr: 

T: 

~~Jr: 

T: 

"'l~Jr: 

~. 

Deoo~ber 24 , 1941 
10 : 40 a. "'· 

!Use Tully, Mr. Seore t11 ry. 

Go ahead. 

Hello. Secretary !4or0 enthllu. 

Good mor ning, 

255 

O"od mor r i n6 , Mr. Secretary . Y.r . Secre tar y, I 
jus t th"L~ht I'o cell you end tell you that 
the Pr esi dent won' t do anythin~ en thPt nessege 
un t il after thle whole thln& i e over ..... 

'lee . 

..•.. so it will not be until aft er Chr1st~s; 
end then he ~ants you and t he Director of the 
3uc!ge t. 

He o.r1ll eee me? 

Yee . You and the Director or the Budget, he said. 

\londerful. \¥ell, I thi nk I may e-.nd it over this 
P.fternoon anyway •.... 

Yes. 

•.... e nd then you con ,JUt lt in @tor age . 

Fine. I 'll kee~ it unt!l a f ter Chr istmas, t hen. 

Th11-:k you. 

All right, tin!', :t.r. Secreta ry. 

I ' ~ very nuch obli ged . 

All right , sir. 

Herry Chri s trtae . 

l~ erry Chris tmas to you, sir. Thenk you. 

Ooocl-bye . 

Good-bye . 

. 
• 

' 
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URGEtlT 

H!t.Jr: 

Fiorello 
Ls0ullrd1a : 

JiMJr: 

L: 

JII.!Jr: 

l: 

HJ.!Jr: 

L: 

HMJr: 

l: 

HJ.:Jr: 

l: 

Hello. 

Good morning, Henry. 

Hello, Fiorello. 

co - Clifton Mack 

Dececber 24, 1941 
ll:OJ a.!D. 

256 

Our experiment yesterday, in ao tar ao the experi­
ment was concerned, wee a CO!Dplete eucoeaa. 

Wonderful. 

>ait a minute. In thst we got a unanimous verdict 
that it was no good. 

(Laughs) You're the dscndeat tellov I ever 
listened to . 

Yea. The experiment was aucceestul . We round 
out one thing derinitel y - there's no doubt that 
it 1 s no good. 

His Honor's report 1e that it'e no good. 

No good. 

Yeah. 

now, here's the situation in Washington. Forty­
one airene, twenty-three or them two horsepower, 
eighteen or them five horsepower. 

;.~Jr : Yes. 

t: 

Hl~Jr: 

l : 

~WJr: 

The i nstallation 
days - we hope. 
Electric Co~pany 

Yeah . 

will be completee in twenty- one 
Contract waa let to the Federal 
or New York •..•. 

•..•. which has s high ~r1or1ty, and Colonel Bolles 
th1nke he can ~et a top ?riority. 

Yeah. 

....... 

• 

' 
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I!MJr: 

L: 

l!I!Jr: 

L: 

lll!Jr: 

L: 

l!I!Jr: 

L: 

HMJr: 

L: 

l!II.Jr: 

L: 

HMJr: 

L: 

HMJr: 

L: 
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Now, 1n t he aeantiae, we ' re utll1zlng e•er:rthing 
that could make a noi ee and we 're ooamandeering 
1t to be ueed it we baYe to g1Ye an alara. 

Good. But he'll haYe aoaething w1th1n twenty-one 
day e. 

Yee. Now, Henry anything that you can do with 
the Pr ior1t1ea- the contract la l et to the Federal 
ileotrio Company ot New York. 

Well, ve can - it you ' ll have Colonel Bolles 
contact Clifton Mack- M-a-c-k ••••. 

Right. 

•• • •• Director ot Procureaent ot the Treaeury ••••• 

Yea, eir. 

He can help you. 

He 'll help t o get a top pri ority; and aa soon ae I 
ge t hoae thie afternoon, I'll tell thoee people to 
work night and day. 

Well, ~e'll help him get a priority. 

Yeah. And then I ' ll tall the factory to work 
night and day and Sunday• and e•ery other thing 
to get theae thinge out t or :rou. 

Twent:r-one d&ye ia a long time. 

Vell, I - we want t o ahorten it. I ' ll get ahold 
ot the Federal people i n New York - that ia, the 
Electric Company - and tell thea the:r ha•e to get 
1 t out. 

Well , I'll call Clifton Mack and tell hia he'll 
be getting a call trom Colonel Bollea. 

Right. 

I'll go further- I'll tell him to take the initiative 
and oontaot Colonel Sollee. 

Well, I'll tell Colonel Bolle• that he'll get 

-• 
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HJ~Jr: 

L: 
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help there on thls pr1or1t1ea. 

All r1ght. 

An~ Juet let me know - n1ght or dRy. 

RJ.ght. 

Thank you, Henry. 

Th8nk you. 

258 
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TREASURY DEPARTMENT 

PROCUREMEHT DIVISION 

WASHINGTOH 

December 24, 1941 

!m.!O!WiDIJ!,( TO THE SECRETARY: 

259 

Reference is made to your telephone conversa­
t ion with Ksyor LaGuardia regarding si r r aid sirens for 
the District of Columbia. 

Immediately following the receipt of your mes­
sage I telephoned Col, Bolles snd obtained this after­
noon an application for preference rat ing. 

Contact was then made wi tb the IISDufscturer' a 
representative and he bas assured me that there will be 
no delay in going forward with t his order, also that 
every effort will be made to reduce the twenty-one day 
delivery date, The Office of Production Management is 
closed this afternoon but first thing Friday morning I 
will hav• our priority man obtain the rati ng necessary 
to clear this order, 

-

• 

' 
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:.:• ,,},..: 

:. . -· 

~ Jr: 

.: : 

~ Jr : 

... Jr : 

~ : 

Hello. 

Oeee=ber 24, 1941 
2:07 p .m. 

Hello. ~ . E. 9r own or the Firs t or Chloago , 
'·lr. SeorP.tnry. 

Yes. 

T' ve been thlnklnc over nameP. 

1". 

260 

1her~'s ~n~ n~e- 1t' ~ nretty har d t~ s~t anybody 
who:o I thin!< hae -ot bo t ·'\ tn• ahll l tv e.'!c e~uld 
11 ve 1n \·:asillngtoii. !lo you know Robert ·:. Lee -
h~'s no·.., Executive Vice ?rea1'1e nt ?f John£- LPnev!\le. 
He was the first ASS1Hant o f H••gh Johnson when Hug!\ 
Johnson ••as :l!U ; .dminle t rator. 

'o , 1 don ' t know hlm. 

~o ' • a ~ellow of a gr eat ~eal or 8b111ty. ~e l ived 
1n ',iaeUn1t tc~ . I' m eurt tne Pr esl<l ent k'\ow e him 
And you coulG ea•lly check on him, Pnd he knowe h1s 
way and h::>'-" t :> 5~ t ar ound ln ·-.9Gh.!.n; ton . 

He was fi rs t assi otPnt to Hugh Johnson? 

!!e ~as fi r st - he was th• Ch1ef Deouty ndol nletrato r . 
He out-ranked ~ver]body else b•J t llut,h John•~"' l n t~e 
ell:'lJ c5a:rs tilro:>Jh :llU . 

.:r: I see. Oh , yes . 

• · Jr: 

, .. Jr: 

3ut "'t~ uasn • t - n~ • s no t 8 drinker l~ke Hugh. 

( Laughs ) I see . 

HP subsequently left there end wea pree1de~t ?f a 
l~rge l umbe r co~oany on t he ?ae1 f 1c Cos~t - ~e 's 
oeen emolo1ed to r un a gr ouo of cool mi ne• and berge 
llnee in ••h1oh the Flret tlat1Qnel den!< of ::ew Yo r % 
wae inter ested, end about c year SbO he w~s ~ade 
the second "U'!l 1n tile Johne-::a'lvll~· Com~any . 

! see . 
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HMJr: 

8: 

Ml~Jr : 

B: 

HMJr: 
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Hl~Jr: 

B: 

HY.Jr: 

8: 

HV.Jr: 

B: 

HMJr: 

B: 

HMJr: 

B: 

- 2 -

Ot oourae, th&J 1Ya got a lOt of dafenae work. 

I aaa. 

261 

And thaJ're building forty or fiftJ million dollars -
in addition to their making all the 1naulation tor 
bftttleeh1pe and boilera and eo f orth- they 're 
building f ort1 or fifty million dollars of ahell 
loading plant down in H1uouri eomelfhere, which 
the Navy Department v1ehed on them beoauee t hey 
had a lot o f executive ability. 

Yee. · 

But Lee's unquestionably got the a bility, and he' a 
alae preYed that he'• got the ability to get on in 
Waeh1ngton, vh1cb a good many buaineaa men haven't 
got. 

You're right. Han you talked t o hlm at all? 

No, I luwen' t. 

I aee. 

I didn't feel that I vaa at liberty to talk to h1m. 
Now, another name that I could give you - there's a 
man, he' a a lawyer, named A. Crawford Greene. 
G-r-e-e-n-e. 

A. Crawford. 

Greene. 

Crawford ••.•. 

G-r-e-e-n-e. 

Yee. 

In the Balfour Building, Ban Francisco. 

Yet. 
He'• a man of about fifty-tour or tifty-five, 
a raduate of Yale and tbe Harvard Law School. 
Hefe one ot the toremoet lavyere in San Francisco, 
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but he's a lawyer who' a been very active in a 
great many business enterpriaea ••... 

I see. 

262 

. .•.. Mat eon Line , banks. He wee chairman of the 
committee which settled eome of the labor disputes 
over shi pping out there, and he 'a a man who's got 
the capacity to get along with people; and whlle 
he' a never l ived in Washington, I'm sure he's got . 
the ability. 

I eee . 

He would be a great- he'a a ~n wbo's probably 
made three quarters of a million or a mill i on 
dollars in the law practice. He t old me about a 
year ago that he was goi ng to Waehlng t on because 
be felt - to offer hle eervioea - because he telt 
th•t it there vee a Job or euttici ent importance 
the t be coul d do, that it wee a time where peopl e 
should submerge their personal preferences and eo 
forth; on the other hand, he had been ottered a 
membership with the Maritime Oommiee1on and things 
like t hat whe r e he felt tha t he oould be or more 
uee to t he count ry in San Franoieco. 

HMJr: Yea. 

B: 

HMJr: 

B: 

HMJr: 

B: 

I know trom talking with him that be was for 
Mr . Roosevelt on hie foreign polioy, not on his 
domes tic policy, at the time or the las t el~ction. 

Yea. 

Hie eon-in-law's an aviator in t he Army, an ottlcer 
a nd eo rorth, end I'm eure he'd have the ability. 

I've got a third name Whom- of a fellow who's got 
the ability to do it, who might - but he probably 
should- having been active in Mr. Willkie's behslt, 
perhaps, but I don't believe - he 'e not very ~re­
poeeeaaing, bu t I doubt very much whether he could 
live in Washington. 

I see. 

h ld get On He's rather That is, whether e cou • 

• 

. • 
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poei tive and may fi nd i t pr e t ty har d to make the 
nece&eary adJus t ments here. ! ehall s ive you his 
name it you want to • • . . . 

Well , wha t 's hie name? 

Jomea F. Gri swold. 

Oh, I don 't know hi m. 

He l i ves i n Chicago - G-r-i-e-w-o-1-d. 

Oh, yee. 

Hie address is the Oak Crest Hotel, Evans ton. 
But he's been a men who's been ueed by the banks 
her e t o r eor ganize lar ge enteroriaea. He's go t 
gr ea t organizing and co-ordinat ing abi lity and 
a remar kable r ecor d ot auooese. Re was v ~ry active 
1n Willkie ' s p r e-convention ce~,aign, and then tor 
Wi llkie a f t er i t . At the eame time , while i t would 
re,resen t a heavy financial eacritlce to him, I 
know that hie position i~- I haven ' t talked t o 
him about thi s par ticular Job- th~ t lf ther e ' s 
any way he could hel p the countr y , that he f eels 
t tul t • . ... 

He ' d cl.O i t . 

•.... any per sonal considerations ot hie own are 
enti r ely seconds ry. 

'ihat happened to your auggeat1on to t his man or 
Marehall Field, di d you drop th8t? 

Well, I talked about him. I check81up, and he's 
oretty positi ve, and I doubt whether he's got the 
abil i tY to do i t. 

Yes . 

Whe t her he ' d have the ability to make the adJust­
menta poli t i cal and otherwise th&t are necessary 
in such 8 posi tion 1n liaehington , I ' m not so sure . 

I aee. 

But you could - hi s name wse Hughston HcBain. 

. 
• 
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Yea. 

He'a Executive Vice Preaident of Field's; I don't 
know whether he'd take it. I h8van't a ppr oached 
any of theee man. 

No. 

And I oheoked up on hh pol1 tic e. He' a quite 
etrongly Republican and anti-New Deal. 

Oh. Well, that's not too good. Ot theee , the 
Robart Lee sounds the beat. 

To my mind, Lee i s undoubtedly the beat. 

Well, I'll make ••... 

Greene would be the s~cond beat, because I'm aure 
Greene could get along in Washington. Griswold 
haa got a lot of ability. 

Well , I'll •.... 

He ' a not as well known as the other two. You can 
check Greene through anybody in San Francisco, 
and you could cheok him aa to hie labor and 
political relatione, and I'm sure he'd get the 
higheet answer. 

Lee - anybody checking who knowe anything about 
the NRA doee it, or you can cheek him anywhere 
in New York as to his buaineaa ability. 

Well ..... 

Griewold you can check emongat the benkere in 
Chicago; and ae I say, he waa actively W1llkie, 
but - and like a good many othtr people who think 
c f their 1neomes-Gri.-ld 1an't a rich men, but 
capable of making large earninge - I mean, he'd 
like to do something I know, to help 1n this 
situation, and hie a t titude would be, •to hell 
wi th hie own personal t1nanoea•. 

Right. Well , I'm ever ao much obliged; and I'll 
go to work on these; and then it theee people in 
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Chloaco - it aD7 ot the• check up, I'• going to 
aek you it you wouldn't mind contacting the• tor •e. 
No. 

8o • .... 

~1 right. Mr. Lee ie in New York rou underatend. 

Oh, he's 1n New York. 

Y ... 

Oh, I didn't real1~e that. 

He hu l1 ved in Ch1oego - he originally cue trom 
Moline. 

Oh. 

But he'e now in New York, at the present time. 
The headquarter• ie the Johne-Manv1l l e Oompanr 
there. 

Well, I'm ever eo much obliged; and I ' ll be calling 
rou again. And I wish rcu a very merrr Christmas. 

Well , I wiah you a merrr Chr1etmae. 

Thank JOU eo much. 
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l!. l.l . JR: What has happened to White? Has he passed 
out or something? 

1ffi. BELL: He was all right when I saw him last. 

(The Secretary held a telephone conversat ion with 
L:r . '.Vhite.) 

~. PAUL: If you ffiention the sales tax you wi l l 
cet him in. 

H . ~!. JR : I was tr.'ine to think of something that 
would make him come fast . 

One thin~ George showed me was very interesting. 
I just sent it over to the President . There have been 
five and a quarter billion dollars of facilitie s for 
factories for production built in this country by Army 
and Havy and Defense Plant and to ey amazement , l ess than 
a hundred and fifty million of that is by the English. 
I thought L' the:r ~ve him a line of nr~ument over 
there he mi 7ht f i nd that information very useful . 
Five and a quarter bi llion we have built i n plants 

• 
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and the English have built less than a hWldred and fifty 
million. I didn ' t realize t hose proportions. I hope 
t his is the last t ime l see this . 

l.IR. BELL: I do too. 

MR. PAUL: That is the way we feel. (Laughter) 

H.U.JR: I will say this thoup~, in front of 
everybody, leaving the borrowing en<l out of it, this is 
one of the most difficult tasks that I have ever t ried 
to do for t he President, and thanks to Randolph Peul 
I have never--

lffi. PAUL: And the rest . 

H .L~. JR: liell, your l eadership. I want to say this . 
I t has been easier on me than any time before, and I 
just want to say thank you. 

J.m. PAUL: Thank you. 

!l.L:. JR: I mean, l eaving out Bel l. Bell 's work is 
always good. 

hJL BEI.L : Oh. 

~. ~OTZ : He doesn't ge t pra ise any core. 

H.:!. JR: Yes he does, don't you, Dan? 

~. BELL: This one was terrible. 

li.H.JR: No, Dan is always good. !low Lao, where do. 
we start? Is this the se.me? 

l~ . PAUL : This incorporates all the ideas expressed 
t his morning and one or two very minor ones . 

H.L!.JR: Couldn't you read tho part which is new? 

Lffi. PllUL: Well, it is new all through, Mr . Secretary, 
little things here and there. 

• 
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H. U. JR: O.K. You read it out loud and if Harry 
'.'.hi te interrupts , God help himt 

l.IR. PAUL: "Victory in this war will demand expend­
itures on a scale for wluch there is no precedent in 
our history. Vic t ory ltill call for sacrif-ices--real and 
stern sacrifice--on the part of every American, i rrespective 
of occupation or i nca:ne. If we are to furnish the weapons 
to the men who are doing the fighting1 Tie shall have to 
exert all our strength, and lTe shall nave to JJobilize 
every possible dollar of our incoce. 

"The resources we need for victory will be supplied, 
l'lhe t her guns or dollars . The task is huge, but it is • 
within our powers . 

"Until this job is done , we will not talk of burdens- ­
of tax burdens or debt burdens. Instead we will ta lk of 
opportunity -- the opportunity to have a real part in the 
fight to preserve our freedom," 

H.:.I.JR: Hear, hear . 

l.:R. PAUL: "This is the spirit in which the American 
people will want to approach the problem of financing the 
Trar." 

H. l:.JR: This v;as to have beon ~:~,y radio speech for 
Sunday night . 

llR. PAuL: "Let me state briefly the bas~c objectives 
which I think should guide us in t he forculahon of a 
fiscal prograo for the r.ar . 

"1 . The revenue of the Governuent must be great~y 
increased to mee t war expenditures . The maxim~ poss1ble 
portion of t he war cost must be met from taxat1on . 

"2 . Inflation must be curbed. 

"3 . The financial cost must be equitably distribut ed. 

"4 . During Tlarti.De t he Governoen t must absorb all 
undue profits. 

' 
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"5. Uore flexibility should be introduced into our 
fiscal measures during the emergenoy. 

"6. Our fiscal policy must be directed toward the 
achievement of t he utmost war production . 

"TAXES 

"1. The Need for Adell tional Taxes 

"In the past ~8 months t his Nation, mile building 
up its defense, _lud the foundation for a mighty structure 
of arms product1on. 

"In the fiscal year 1941 defense expenditures amounted 
to $6. 3 billion . ile expect to spend upon our war efforts 
$22 billion in the fiscal year 1942 and $50 billion in 
t he fiscal year 1943 . 

"In the fiscal year 1941 Federal net r~ceipts were 
$7 .6 billion . These are expected t o be $11 .9 billion in 
the fis cal year 1942 and if there are no changes i n our 
tax s t ructure, $16.5 bi liion i n tho fiscal year 1943. 

"Thus it is estimated that , if no new taxes are 
enacted, the net deficit will be $16 billion for the 
current fiscal year, and $40 billion for the fiscal year 
1943. 

"In t hese estimates allowance is made for only a 
ooderate rise i n prices. Any considerable ris~ ~n the 
level of prices nould greatly increase the def1c1t . 

"Such disparity betTteen estimated revenue and estimated 
expenditure is far too great . We must have additional 
taxes . 

"2. The Menace of Inflation 

"Additional taxes are needed to combat inflation. 

"As we approach full utilization of our productive 

/ 
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resource any considerable rise in prices would be an 
un~ualified evil . Inflation is a source of grave social 
inJustice . It undermines morale and impedes war production 
The hardships of inflation strike at random vlithout con- • 
sideration of equity or ability. Once it has acquired 
momentum1 inflation is extremely difficult to cont rol, 
and it wtll leave a heritage of poet-war difficulties 
that will haunt us for decades. Every consideration of 
national nelfare cells for its prevention. 

"The way t o prevent inflation is to prevent people 
froc engaging in the futile effort to buy more goods than 
can be produced. This requires a comorehensive and 
integrated prograo of anti- inflati onarr measures, in which 
increased taxes and increased savings are essential parts. 
Another part of such a pr ot: ram might. be expansion of the 
social security system, which at a later date I intend 
to recommend for other and more basic reasons . Price 
control, all ocations, rationing, and the ret:Ulation af 
consumer credit are other parts of such an 1ntegrated 
program . 

"All these controls are interrelated. The devices 
of price control, allocat ion, and rationing will be more 
effective if taxes and savings are increased. Similarly, 
tho effectiveness of the fiscal devices in preventing 
inflat ion will be greater if price control and controls 
over the quantity of goods available for sale are used. 

"3. Equitable Distribution of Taxes 

"''ll th far heavier taxes the need for equity in the 
tax system becomes more urgent . 

"In this war it will be necessary to tax more he~vily 
all sections of the population who are above the subs1stence 
level . All able t o do so will have to contribut~. But 
the fact that large additional taxes have to be ltlpoeed 
makes i t more imperative than ever to follow the 
principle of taxing according to ability to pay. 

"I have frequently pointed out th.at there are numerous 
loopholes in the present tax structure which ought to be 
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oloaed. Because same taxpayers use these to avoid taxes 
other taxpe.yers must pay more than they should. We can ' 
no longer tolerate these loopholes. 

"Our tax laws contain e. number of unintentional 
technical inequities and unfair dlaorimine.tions. These 
e.re always obJectionable, but with taxes at necessarr 
wartime lenla, it h urgent that the Gonl'lllllent should 
to the gree.teat extent possible, provide relisf from th~. 

"4. Prevention of Undue Profits. 

"It ia not necessary to allow unree.aone.ble profits 
in order to secure maximum product ion with econamice.l 
business manag8111ent. Under condl t iona of e. nrtime 
econQm1, the country ce.nnot tolere.te undue profits. 
1'/herenr these occur, they should be rece.ptured. 

"5. Flexibility in the Te.x System 

"The rate of nr expenditure · the size of the 
ne.tione.l income, the course of pr!cea, and the extent 
e.nd effectiveness of e.llooe.tiona e.nd other controls 
oe.nnot be accurately estim&ted fe.r in &dT&nce. It is 
therefore impossible to determine now precisely how 
much e.ddltional taxes should be collected during the 
next 18 months . This ia' true even though there osn be 
no dispute that the needs will be gree.t. It is, 
accordingly, important that the Confess realize the 
unuaue.lly tentative character of e.l estimates here 
presented and that it give oon&idere.tion to the 
deairabillty of introducing into ita te.x leglsla tion 
provisions llhich will make possible quick e.djustments in 
the timing of tax rates and collections during a period 
when rapi d changes in the fisoe.l e.nd economic aitue.tion 
are occurring. 

"6 . Relation of Production e.nd Victory. 

"In wartime when the life of the Nation is at stake 
sound fi scal policies are those which will help win 
the war. Sound war taxation not only must conhibute to 
defre.ying the cost of wee.pona, but it should fe.cilitate 
their production i.n every possible way. 
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•:rn a 'aJ' eoo..,-, labor, •hrlala &114 taoillt111 
muet be eh1tte4 fi'Cil thl produotlon ot o1T111u artiolaa 
t o the produot11111 ot .. ap11111 ud •r auppllea. !uea 
ou aid in a~e41ng thl .. eh1fta bf nttlng n1111-euut1al 
o11ilien apen41ng. The difterin« effeota of T&rioua 
taxee, not onl1 upon the dcand lor goocle, but &lao upon 
t he produotillll prooen 1taelt, ahould"be oaretullf 
oonaidered when tax leg1alat1CIIl 1a dratted.• 

H.lo! • .TR: Let's go around the roCIII. Dan, han f OU 
&111 suggestions up t o 1hls point? 

liR. WRRIS: !lot reall1, no, 

H.Y.JR: All r i ght. Before f OU ohuge fOUr mind, I 
will go on to Ro1 Blough. 

liR. BLOOOH: If.o. 

H.Y. JR: George? 

YR. HllS : If one. 

B.Y • .TR: Kuhn? 

liR. KUHN : I think it ia ney good, 

H.Y.JR: White? 

liR. WHITE: Ho, except the word "tolerate• a~peared 
in IUCCIIIi llll there, We Jidpt ChiDgt 1 t CDC I• think 
it i e excellent . 

H,Y • .TR: Fole(? 

liR. FOLEY: 1 nrr good tt&t•et. 

H.Y.JR: Kades? 

liR, JW)ES: I like i t the ar i t b. 

H.Y • .TR: Herbert? 
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MR. G!S!tll : Bo 111gglltiCIIllo 

B. II.JRs Bellt 

MR. liEU.: No. 

2?3 

H.U.JR: I 8111 about raadT to faint . Mow, Kr. Bell, 
you mpat haTI giTen all thne people an opiate of 'OIIf 
ldnd. 

lm. P.lUL: Thq prettT DIU' pn me an opiate 
absorbing a lot of these suggeetione, 

lilt BELL: "'l'h• expend! ture program aet out in thia 
budget will rake neoealt.l')' not ClllJ..7 subate.ntiallJ incraaaed 
taxee but alao graatl.Jincraaud borrowinga. Tht11 
borrowing• will be facilitated by the Toluntal')' purohaet 
of defenee ATinga bonde m the part of a multitude of 
patriotic men md wcaen who will chttrfull7 eet aside 
aome ot their current inocat for their oCII.IItl')'. • 

H.II.JR: Thalllc you llr. Bell. It )'OU (lire. !Clots) 
had been hart thia morning. I begged, I pl•ded, I cajoled 
for one eentence. I would like to read it again. It 
taetee good. 

MR. BELL: It 1e approaching Chrhtmae . 

MRS. KLO'l"L: That ie •hT be got it. 

H.II.JR: The7 are trading with me. You 111tch thie 
crowd. 

KRS. KLOTZ: 11l1t until )'OU eee what 1e cOIIIing. 

H.II. JR: You wouldn ' t gin 1111 the word, thlae borrowing• 
Will be greatl)' f acilitated? 

J.IR. BELL: Well, the next one h the biggest aide 
of the problem, I euppoae. 

H.l! . JR: Well l et•e go through it. I '111&'1 come baGk 
again. Go abaad, ~. 
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MR. BILL1 "!he ~will 'be faoillt&ttcl abo 

br tu oirouutaaoee llhlch are DtOtllarilJ a11oo1at.a 
wl th a oh.IDp frca a p•o• to a w.r tOCIIlCifl. n. 
aohil1'cent of tM all-oat war proauotion propa will 
require 41't.ltio OUI'tallatDt 'bJ IJ.looatl0111 ena other 
controll ~ nn inn1tlunt in nex~-deteu1 plent end 
equl paa h 

H.K.JR: Ju1t a lllnute. ill right. 

J.IR . BELL: •It will require deferment ot replao•enh 
and 11'111 alnten&Doe in the11 lln11; it will requil'e etlll 
turther OUI'tailaent -4f production and oon~~~~ptlon of man;r 
CCIIIUall'l goocla. Tbeee M&IUI'tl will cut non-cleteue 
expenclitU1'11 - both publlo IDe! prhah - 'bJ ~ bllllOill 
ot dollare. '!'hl• clri1tlo GUI"tallunt of Don-defeue 
expencllturll will aaa oorreepondlngl;r to the prl~at· flllldl 
anilablt for lDYeetamt in Gonl'IIIUIIt ucUI'l t111. 

WWlth adequate tuncle anilablt tor innetunt in 
Gon~nt ~eouritlll and with the ethotin operation of 
a program ot al.looatlex~• aDd rationinc, we oan tlnanoe 
OlD' war effort without clanger of cllll'uptln inflation 
ani\ without cltp&l'ting frca our low intereat rate pollo7. • 

H.K.JR: 'fhe onlJ t.h.1nst I qu11tlon h, we oan 
finance. .&Joe 70u eure ot 1 U 

MR. B!U.: Well we thought that thh JilL• 011e plaoe 
we ought to be poaitlTe about it. We had ll quallflecl at 
first and we all thoupt that we ought to be rather 
poeitiTe about it. 

MR. GAS'I'Cfi: I thlnlt n han got to be. 

H.K.JR: Do a little 11h11tllng in tU dark? 

lo!R. !I>RRIS: It 11 a oaee wure 7ou 111&7 be a little 
tillllcl in ;rour 10ul but 7ou han got to be 1'11'7 etrong 
outwardl.;r. 

B ll .JR· lll right. low, would ;rou • theee borrowqp, 
would ;.; cin - tha word, "Will ~gr•tll faollltate it,.~ 
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in the aeoond sentence at the t op ot the page? 

lli. BELL: Gl n JOU a word'l 

H.Y.JR: •Greatl7.• 

UR. Bm.L: Whi:oh one, the til'lt onea? 

275 

H.Y.JH: "These bol'l'owinga will be greatl7 facilitated.• 

~. BELL: The aa:rlnga bonda or switch onr f rom a 
peace to a war econamJ. 

H.lf.JR: "Theae borrowings will be greatq facilitated 
by vol\Dltaey purohaaea of detenu aavinge bonda. • 

lOt lCUlfi: Wouldn 1 t JOU ban to han it alao in the 
next sentence, ~inca the change aver ia going to make 
.,ven more ot a difference than the aning. 

MR. BELL: Yea, that ia right. That la the reason we 
didn't put it in. . 

H,Y,JR: .Ul rl~t, l•n it out, I will take i t 
the W&J it la. Now 1t b 7our turn to taint. (L&ughter) 

J.IR. GAST<N: I am not sill' a that h ri&ht. 

H.U. JR: I have said no, no, a t housand times no 
on the laat aentance, and now I am juat paring no attention 
to i t. 

~. BELl.: What?. .-., what we would lllce to do ia 
work on a joint atat-nt tor the TreaaU1'7 and t he Federal 
Reaerve Board, work on it next week. We will han it 
readf t o put out the morning that thla budget menage hits 
the market. 

H.l.!.JR: If anybod.Y wants to stay thia afternoon -
I have been rushing so that everybodf can leave by tour 
o'clock, 

MR. BELL: Doea the Department close at tour o'clock? 

Regraded Unclassified



-lil-
276 

H.)(.JR: Well, thia end of the O.parta.nt oloaea 
up at tour. 

IIR. BELL: llo, I llll&llt ban the etatement readl' 
before the budget message ia rel .. aed to the preaa. 

H.M.JR: Dan, you md eneybodf that helped I would 
like to aay thank you beomae I think this ia - tor 
enryboq in the room, - I think thia h a perfectly 
swell atatem.nt md I em nry proud ot it. 

IIR. BElL: I ban got one other thing. 

H.lol. JR: Thoae l etters to the Preaidatf 

IIR. BELL: Yea. . 

H. J.C.JR: Kay I aee those? 

YR. BELL: Those are the letters you dictated but 
I think you ought to t&ke a look at the President • a 
memorandum to you ud Smith's letter. Han you got that 
with you, Randolph? 

IIR. PAUL: Yea. 

)[R, BELL: He sent you a memorudum trcm Smith end 
he asked 70U to cooperate with Smith, not to furnish him 
801118 thing. 

H.ll. JR: I know. 

IIR, PAUL: S:ri th didn't send hie onr . 

IIR. BELL: He didn't aend mything to the President 
other than a ••.. 

H.M. JR: Well, gentlemen, look, on this atutt, let 
me do 1 t 1111 way ud I have already mt a menage f r cm 
the Preeld.nt and he will clD the bu et menage with me 
ud. Harold Smith, aee. I ban alre& asked md I ban 
got to anner b&ck. I mean f I didn 't wait tor any letter. 
Let me read. the thing. That ia the only part I don ' t like, 
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&bout uldng Harold &11th to ei t down w1 th me. 

UR. PAUL: We didn ' t t17 to work on thAt letter 
beo&uee both Bell and I r &ieed t he queetion whether thie 
ehould be eent &t· thie time to the Preeident before 
further efforts to oooper&te with Kr. Smith. I h&d 
&eeumed before, just bistil7 reading tbat letter, tbat 
Smith h&d eent his budget munge onr, hie draft, but 
he didn't, and therefore I r&ieed the question u to 
whether rou should, befor e tAlking with Smith rourself 
and &11 of us hATing - ll&king further efforts to cooper&te 
with Wr. Smith, and thAt perli&ps ia reinforced now b7 
the f&ot of s011ething ;rou nid thie morning, th&t t ha 
Pr11ident 110Uldn't gin &111 Attention to it while the 
present show b on. 

llR. BELL: We drafted t1IO other letters which 
appro&oh it fran thAt &ngle . There b & draft to Smith 
and & drAft to the President. 

B.M. JR: No, I All going to do it rq way. 

UR. WHITE : There i s another poeeibility--

B. M. JR: Just & minute, Harry, ple&ee. Yes, B&rrr? 

IIR. WHITE: There is another poeeibility thAt might 
bridge tba t difference. You might ny to the President 
along the linea of the letter th& t rou already han tba t 
your stAff h&s worked out & draft and nme the other men 
who h&n agreed with it and sq, "This draft is subetant-
1&117 di!ferent then the draft submitted b7lo!r. Smith1 
but I am sure thAt we oan get together and iron out tne 
differences. • 

B.M. JR: No. 

MR. BELL: You could do it another w&y. 

H.M, JR: What? 

WR. BELL: You could del&7 yr1fllt repl7 to the Pruident' 1 

letter until we oonfer &gain. 
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B.ll.JR: Bolif rou don't mind this 1a something 
between the Pre a dent and 111e end I !..n got s0111e ney 
deep aeated rea.ana tor wanting to do thla. I will fix 
this letter up and eend it in to Bell and I would llke 
to ban rou und the both onr this attel'lloon, one to 
Harold Smith and one to the ~dget. I ban s0111e ney 
deep aeated reaaona for wanting to do it, This ia a 
personal matter between me and the President. 

liR. BELL: O.K. 

Ka, PAUL: We just wanted to preaent the point. We 
thought mqbe there would be more trouble deall.ng with 
Smith and getting together it he got a little annored 
that rou had aent rours onr. 

H.ll. JR: Be will be, &n1fl&J, 

liR, PAUL: Oh. 

B.1[. JR: He didn't send this to me. The President 
of the United States sent this to me, I am going to 
keep t his thing on a leTel between the President and 
myself. If rou don't mind, I don ' t want to go over a 
long - it is something I feel deepl7 about. 

liR. PAUL: That 1a all right, we just wanted to raise 
this point. 

B.li.JR: Well, I teil deep}1 and I reall7 would like 
to do it the •1 I feel. 

liR. PAUL: Well, tmt is all right. 

B.ll. JR: It is ~ personal lll&tter. 

J.!R. PAUL: We wouldn't be anr good if we didn 
1 
t rain 

these pointe. 

H )( JR· That ia all right. The other thing 11 a 
atah 4o~t and I am delighted. Thia h a •tter of 
penonal relationship between tM Pr11idmt and me. 
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liR. GAS'lOlh U lfluoolcl Sill th hacl ocaa OYer han 
with a oe~~plete c!Patt o! hb propoaacl ba4cat ucl hacl 
ulttcl ua to work with Ida Clll the altuatioa, lt woulcl .'be 
quite different. 

H.)(.JR: QJdte. lfow, I nDt to ll&b a ooupla of 
alight oorreotiona. 

loiR. BELL: Well, I will get then thinga together 
ancl han th• reaq. 

H.li. JR: Can I aa;y goodnight to all of ;you? 
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V1otor7 1n th1a war will deaand ezpend1turee on a 

eoale tor vh1oh there 1• no precedent 1n our h1ator1• 

V1otor7 v111 call t or eaorit1oee--real and stern eacri­

t1oe-on the part ot enrr .t.aerican, irrupeot1n ot 

occupat ion or 1noome. It we are t o turD1eh the veapone 

to t he aen who are doing t he tighti.ng, we ehall haYe to 

exer t all our etrength, and we ehall ha•e t o aob111u 

e• er 7 poeeible dollar ot our inoo ... 

The reaouroes we need tor Y1otorr v111 be auppl1ed, 

whether gune or dollars. !he talk ie huge, but 1t 11 

v1th1n our povera. 

Until t hh Job h done, we w111 not talk ot 

ot tax burdena or debt bur dene. Instead 

ve w111 talk ot opportunit7 -- the opportunit7 to haYe 

a real part in the tight to preaer.e our treedoa. , 

!hie ie the epirit 1n wh1oh the .t.aerioan people 

v111 want to approach the problea ot t1nano1ng the war. 

• 

' 
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Lo~ •• otah brunr ~ bado objooU~•• wh1oh I 

thlnlt obould CU1do •• 1ll tbe to~auon ot a tlaoal 

prograa tor the war. 
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1. !he rnnuo ot tbe GoYornaont net bo greatlr 

1noreaeed to aeet war expoadituroo. !he aas1 ... 

poulblo portion ot ~he war ooe~ •-' bo .. t tro• ~an-

u on. 

2. Inflation ••' bo ourbo4. 

3• !he t1llano1al ooet ••' bo oqllUablf 

41etr1buto4o 

11-. During warU•• ~he GonrDUat wet aboorb all 

u4uo prot it •• 

5• More tlo:db1l1tr tlboul4 bo intro4uoo4 into OIU' 

thoal uanroe durlllg tbe oaergonor. 

6. Ow- tlaoal pol1or .aot be 41rooUd toward tbl 

aoh1oYount of the a~aoot war pro4uoUon. 

1&!!! 
1. !he ••14 tor A441Uonal '!asn 

In the paet 13 aontho ~h10 •auon, wbllo bu1l41DC 

up 1tl 4otenoe, la1d the foundation tor a alght:r 

etruoture ot arao prodaotion. 

' 
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In ~M thoa1 rear 19~1 deteue e~ell4uv .. .-..~ .. 

~o t 6. ) ll1111oa. We e~eo~ to IPR4 wpoa ov war etten• 

$22 'billion 1n the t1eoa1 reu 19~ u4 t50 llill1oa 1a 'M 

tieoal rear 19~). 

In the t1eoa1 rear 1911J. rt4era1 net reeeipt• were 

$7. 6 'billion. !he•e are e~ott4 ~o 'be t 11.9 'billion 1a 

~he t1toa1 r ear 19~ and , 1t there are no ohangu 1D OU' 

tu etr110ta.re, tl6. 5 'b1111oa in the thoa1 rear 19~3. 

!hat U 1e .. uadt4 tllat, 1t no new tu .. are 

eaaotecl, the aet 4et1oU w111 be t16 ll1111oa ter '.lilt 

ourrent ti•oal rear, and .-a 'billion tor ~ tieoa1 rear 

19~). 

In theee eet1aatu allowaaoe 1t aade tor oalr a 

aodtrate ri•e in prioee. Anr ooneiderable riel in the 

ltYtl ot pr1oe• w~ld greatlr iaor•••• the detioit. 

luoh dieparitr between eeUaatt4 r•••ue and eet1aatt4 

expend1tllre 1e tar too great. We .uet haYe additional 

2. ~ Kenaoe ot Inflation 

.&4d1t1eaal tue• are net4t4 to ooabat iatlaUoa. 

At we approaoh tull •tilir.aUon ot our produoU•e 

reaouroe aar oone1dera'ble rite in prioee would be an 

unqualified eYil. Inflation it a eovoe ot sra•e • oo1al 

/ 
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liO!L'!OWliiO 

The expea41ture progl'&lll eet out in thlo bu48ot will =ake 

necoaoary not only oubetsnti&lly increaaed t&xeo but aloo greatly 

increaood borrowin&•• These borrowin«o will bo facilitated by 

tho voluntary purcbaoo o! do!en11 oavia&o bondo on the pert of 

a .ultitu4e o! patriotic men and women who will eboerfully 1 et 

at14e eo• • of tb•ir current 1nco .. for tbt1r countr~. !he borrow­

i n« will be facilitated alao b7 tho cireuaotanceo whleb are 

neceaaarlly aaaoclatad with a ehanse troa a peace to a var 

econo=f· The achieveoent of t he all-out nr p roduction program 

will require draatic curtailment by alloeationo and other contrcle 

of new invootment in non-dofenee plant aud equipment:/it will 

require defertDent of repl.e.cementa and oven m.aintena.nce ln theae 

Unoo; 1t will require etill further curtailment of productioo 

and conaumptlon of many eont'l.l.Oert cooda . Thtte meanret vlll 

cut non-do!oue t >P ondituroo - both pubUc and priTato - b7 IIIIDY 

biUiono o! dollare. 'l'hio draotic curta1laont of non-dofenao 

expond1turea will add correopond1o&l1 to tho pr1Y&to fuoda avail­

able tor 1DYtataent in Go•ernaent eecurit1ea. 

With adequate funda available for in .. otmoot in Goverlllllont 

oocuritloo and with tho e!foct1n operation of a prosnom of allo­

cationo and rat1on1Q&, we cau financo our war effort w1 tbout d&Dgn 

of dioruptivo inflation and without departing f ro~ our low intoreot 

rate polic7. 
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111 ,..., IIJ'. Proolcloat: 

Oa ro<>elpt of tho oaclooo<l •-randwl, whloh I • 
roturalac horowl\h, I 1ao41atoly evt 1a \ 010oh wl\h 
Barol4 llal\b aa4 he tura1oho<l u o wi \b a drat\ of a part 
Of your lludcot HOOIIP• 

All of uo iD tho !raaou1'7 hon put our hoah \of19ther 
&114 han coDOul\0<1 with llr. Oo140D• oloor of tho Po<loral 
Rooo"o o\..tf, IIJ', R1cho.r4 Gil'oor\ of LooD HoDilorooD 'o otatt, 
ani!. llr. J.euchl1D Ourrio of your oon ot tlco. I bopo 70U 
will Uko what I u ooc41n& pou. 

Ja wiow of tho tr•endouo 1-rtacco of thlo lludco\ 
• ot•aco, I would appreciate .,,., JNoh howinc aD oppor\UDi\y 
to &O our pour ••••ac• wi ih you. 

I bavo aol<ed Barolcl !IIlith to t:O 0\'tr tbio drat\ with M, 

acd I .. oure that he and I can £Ot tosotbor. 

tho Proo14on\, 

tho 'lhito B'ouoo. 

• 

Tour• alncerel7, 

(llCftod) H. llorcentb8u, Jr. 

lloD\ by locro\ So~Co 
aeon\ 12-2~1 - ...,.,d -:}0 P,ll, 

lnc1oourool pooltl'fo pho\Oota\ of 
Preat4ent 1 1 a.-o ~ 
loc'7 dated 12/19/~11 
s P· ·- ltfln&Dclac 
tho war. • - cc of 1ottor 
t o Prooident ac4 ., .. 
tent alto. 

Sent bf Mr. Bell' • office 
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riR.UICIIIO till WAA 

V10tor:r 1n \hh var will 4eam4 u pen4Uuree 

on a eoale tor wh1oh there 1e no preoe4ent 1n our 

b1ator:r. V1otor:r will oall tor aaor1t1oee -- real 

end eter n eaor1t1oee -- on t he part ot e••r1 Aaor1can, 

1rreepeot1Ye or oooupatlon or 1nooae. It we are to 

rurn1ah thl weapon• t o the ••n who are doing thl 

t1aht1ng, we eball ba•e t o exert all our etrenath, 

and we eball hne to aob111u ner:r pon1ble dollar 

ot our 1noo••· 

The reeouroee we need tor •totor:r wtll be auppl1ed, 

whether aune or dollar•. the t aak 11 huge, but 1t 

1a w1th1n our pevere. 

Until thle Job 11 done , we will not talk or 

buzdene -- or taz bardene or debt b&rdene. Inetea4 

we wlll talk or opportuaU:r -- the op-ortuntt:r \o 

han a real part 1ll thl t1pt to preeei'Ye our treedoa. 

tble 11 tbe ep1r1t 1D wh1eh thl Aaertoan people 

wi ll want to approach the probl ea ot rtnanotna the 

war. 
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lno1ooureo: cc of 1ettor d"'ed 12/<L/41 
fro• th~ S•cretary t o tbe 
Pret1dent ~ttr. t he ceso 
ent1tl 8d "?inAncln« t he 
War. " 

Sent by Mr. Bell's office 
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REDUCTION OF NONESSENTIAL FEDERAL 
EXPENDITURES 

PRELIMINARY REPORT 
OP 'fU: 

JOINT OOMMITTBE ON REDUCTION 
OF NONBSSENTIAL FEDERAL Bll'Eh'DITUBES 

CONGRESS OF THE U.b1TED STATES 

SECTION 601 OF THE REVENUE ACT OF 1941 

IITNORITY VIEWS 

o.c&Maatf,lNl.-Rtfened\OtheCommitweoa Approprt.\iool 
""" onlerod lo lot printocl 

oovaMJOMT PUN'TDCO orn3 

•• 

Regraded Unclassified



CONCilESS OF TilE UNITED STATES 
JOlin' CoJoiMI'I'Tt:ll ON n.-a.H1C'I'ION 0" NoNt1t;8l!NTIAI. li"t;O~IiA I. F.Xf' t:iNOifl!l q: 

C'IIUUD f'VUVAWt 'TO II«Cn0H *>1, C), Till a•VIIf\llt ACt' Of 1141 

U.ARR'' 1'1..001) llYJ\0, SonM.or (f(ICD Vlr,:l.nl ... Cieb ... 
RODeRT L. OOUOIITON, Rtpreaenlatlve !.ram Nortb C.,oll.na, Vltw ca.tr-• 

SENATH DOU$B. Ot RIPRUCNTATIVU 
WAI..T!R F. OJ!OR(Ut, 3f..Cor trora Ckotw:tL TROlU.S R.OVLLIS, Rtpr-.wtN._&o. 
R08ER:T)I. LA fOI.l.ET'TI,Ja..~rtOCII Y•L 

W......_ ALLBN T. TRIAOWAY, ..,.._~ ._ 
CARTER OL.,SS. ...... Inn V\rli.... M I LUo 
QSNETD ldc.J:BLL.AR. 8rM&w tro. ~ .. CLAR£SCIC.t.NNON,~~--· - -. OIRALD P. S\'8, liftiMOr rro. S«1.la O.tcu. CLIFTON A. WOODRUM, ~Uidft 11w 

11 

Vlfllala. 
JOHN TABBR, Hfllft!lt't!Wh'e tro• Nt.w YA , 

ORNRV MOitOINTJIAU, Ja., SmtlflrJ 0/11r ,.,,., .. ,, 
UA ftQJ,O 1), 8MI1'0, /Xmtor of lilt DtHUII fi tAt Hw4p« 
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LE'M'BR OF TRANSI\UTTAL 

CoNGREss ov Tnt: UNrTEO STATES 
JoiNT Co~o~~out1'£R ON REDUCTION or Nos­

EssENTIAl .. Ftmt:rtAL ExP£NDITunr..s. 
Dtctmbu 14, I 941. 

Tbo Vrc• J'nEBIDENT, 
Uniltd Statts Stnale, Washington, D. 0. 

Sra: In nccordance with title 6 of the Revenue Act of 1941, Public 
Law No. 250, Seventy-<~eveoth Congress, as cbainnan of the JoinL 
Commiueo on Reduction of Nonessential Federal Expcnditum, it 
gives me pleasure to p,_nt to you the preliminary report of thia 
tomrniueo\ which I ask that you lay before tho Senate of the United 
Slates, wit 1 a view to its being prinl<!d as a Senate document. 

Respectfully submitted. 
HARRY F. Bl'RD, 

Ol•airma,t. 
Ill 

• 
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REDUCTION OF NONESSENTIAL FEDERAL EXPEND I· 
TURES 

DEC£>1BER 24, 1941. 
Rrport to: The PRESIDENT OF TO£ u~ .. TP.O STATES. 

The Vrct: PRJ:BIDENT OF TilE UsJTEo STATE8, Pa~rot:HT 
OF THE SENAT'&. 

The 5PEAXER ov TJIE Boua& OP' RsrnESENTAnvr..a. 
ln orcordoncc with titlo 0 of the Rc•·cuue Act. of 1941 , Public lAw 

~o. 250, Seventy-6evc~tLb Cougr.t'S81 n pr('Jimina.ry reJ)()rt. herC'with 
i• r>n'S<'IItM by tlu~ Jomt Conumtwc on Roduci iOn or Non('l!l!tfll inl 
Fi•d1·n1l l~xpenclitures. 

L EGI8LATIV t: ,\ U'1'110UIT\' 

Thi• rommince was cstoblished pununnt to t itle 0 of the ltevenuc 
.\ rt of 1!1<11 , approved September 20, 1941, which directed it to "make 
a lull nnd complete study and in••eotigation of all expcnditu""' of the 
Ftd<'nl 00\1('mmcnt., WJlh a \"itw to recommending the rlimination 
or r<duotion of aU such c.<pcnditurt'S d..-mNI hv the eonuniu.-. to bll 
non.....-ntial, and to report to the PI'<'Sidrnt and to thr Cong..,.. tho 
""'uhs of its •tudr, together with its rwommrndnt.ions, at the earli""t 
practiro blr dote.' 

PROCEDUilE 

1'hr rommillee bos had tho benefit of thr t••Mimony of tlloSccrul•li"Y 
or th(' 'l'r(lllSury, n. member of tlu~ commiurr. tho Secretory of Agric.ul· 
turr~ nnd vnrlous other omcinls of the 00\'ernment. n•g«rdillfl the 
po«1hilitv of Splo.cific savings i.n existing df'pnrtments nnd a,grntiC'8. 
It hns luo(l holore it lor study the roport of the Director of tloo Hur<•au 
of thr Budget, also a member of tho rommitt...,, submitt('() in responoe 
to tlw r('<auest of August. 28, 1941, from thr- Senate Finane.- Commilt{'f', •• •·•II u othor data submitted directly to this eommitlN' by the 
Budget Bureau. Tbe committee has ""'rived also suggestion• of 
f'f'OnomiM from civie ~eneics, taxpayr-nt' clubs. and prhate tit!r.rus. 
lt. h11~ t'OIIecled, in add1lion, evidC'Il<'C from its own sources, B!ld 11. hu 
dc,·otrd considcrnble time to a survey of the problems. Tlu• r<•port 
is made on thr basis of lllllhe information tlms collected. 

l NI'I"lt\1. RtlPOitT 

Ui1·cctt•tl to report to the Pr<sidcn t and to tho Congrc ... "at tho 
torlil'1!t possible date," the oormniuce considers. it highly dt't.'roblc to 
pr~~nL no!" a preliminary report. Tho cornmattee empbfi:'IIW8 daat. 
th1s rtport 11 only its first., and that other departmcn~. agenerco, funds, 
programs, and items ,.;u bfl examined by the eommtllee and trcatt<l 
10 suboequcnt reports. 
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2 llEDUCTtON' OF N'ON'ESSENTIAL FEDERAL EXPENDtl'URJ:s 

'fhi• is only • partial roport, While the committ<'e bas _ 
dilil."'ntly oinrc. its Oll?lniz.ation , tho magnitude or the labor in~~~:: ' 
•• .. ·rll as tiJe vJtall<'glslotn·e ~atlero before Conf!r\'M in rtc:t'nt , . 1 
hO\'l' prt'\' rntt'<l dur consrdcratton lo further ~luctions and elim~ 
tions, "hieh will IJc reportod on later. Subjects considered in ~'hl; 
ro]>Ort "'" limited lorgely to those established originolly •• dcp....,;

00 IIWUSU rrs. · 
'I'Iu: <·ommittrr ~rlicn.~ that ln vi~'~ of tho improved Nlonornie 

sil111tl1on ond lll('t v1tnl new "'"Jlr conchllona tht' ogrru·il'8 or Cover 
IIU•nl tlllll the Meml><•rs or COIIJ!l"OSS s hould have at the <•orliost p ... ~· 
t i~nhlc• linn• th<• IJen~fil of concl!•s ions. thus fur reoehcd by the COtll: 
unltt•<', nucl ouy posstblo econouucs wluch now cun bo dfcctcd should 
not ho dr rt•r·rt•(). 

Ht•forH tlu~ wor·, rconomy in noncssontinl 8pNltling wns important 
Now it i R \' itul. Tlwn~ is no room ror IIOilOSS(•utinls IIi 8 1,"0\'Crrunenl 
strip]>t•cl for ut·tion. Our united purpose is to produce sufficicoL 
nrmuuu•JH nnd troin('d prrsonnrl lo wm this wnr. Nothing rBu be 
IWrmiiH•d to intc•rh'rC' with this objcclive, 'fhc Am<'rican ~pie are 
lwin}! nilkt-.:1 to pny c.:xtn-nwly burdensome lAX('S w~1ich wtll IH't'Omr 
gn•,un: tin•.\' Hrc lH•mg ask<'d to make great sacrtfice and endure 
har'll•hi]>S. The Qo,·cnuncnt. should ll<'ltho oxample. 

The l "nited Stutes 'l'reasury is racing the tremendous tuk of 6r.ane­
ing the "or. We must deecease its difficulties, nol increaso them. 
All nonl'S.'><'ntilll •P<'nding must. yield to tb& nooda or our der..,. 
Jl rogrom. 

Strenuous efforts ore being mode to prevent serious price inflation. 
T o routiuuc consumer subsidies created during dcprHSion yenrs "1tb· 
out ur,.:rut nccc."SSity will pour fucJ on a disastrous tn.Outiou fi re. 

The committee Uclic,·cs substantial reduction in nonessential spend· 
in~ would be or ruutcriul nid in holding down inHntionory price 
int'l'('llS~.S. ~ 

\l"t• ohullluwc to draw on oU our rcsourcu ond ncctunulol~d wrnlth, ') 
ns wd i 1HJ •mmpowcr to light u lo ng wu1·. Jn udcHtion t.o CCJUiJ>pingour 
owu llntU .• I.(I fOI'Ccs nnd cstnblishi.ug nt homo our own defenses, we ha,•c 
undertokc•n to fu rnish milita ry SUI>I>Iics o f every dcscril>tion to aU 
U11tions l igl1li n~ the forces of oggrossion. \ Vo musL continue lhis 
withoulstint. 13ut. it is n colossal obligation. 

FEDERAL DEBT 

\\'t •tnrte<l this war with a dirocl Federal indebtedD<'$$ or about 
SM.OOO,OOOJOOO. 

1'0<llly tho ~himate cost. of the war is unprcdictable
1 
bu~ t<? date .... 

have appropnoted ond authorized S75,000,000 000 tor nallonal d .. 
ron,.... ThU. is only the beginnina. £,•cry doll11r now added to the 

!>ublie tlobt ,.·iJhotit itnll<'rotivo d';,fcnllO need makes il more difficu!l 
or AmC'rirn to lli(!I('L post-wnr pe.riod problorns in both doroesttc 

economy tUh.l foreign trade. . 
In tlul'l tiuuni<: world $lrU[!glr w-ith totolitnrinn fo rc•('f!, tl(•nl<H.'rAC'It'S 

!~~u"t IH)t onl.v c•on<.JU(•r; they mus t prcsc1·vc tltf'i r dc.•mO<'nttic• ~.Vt'.t€'Jil , 
l lun IH1'1U l~ th•· J>n's<'r\·ntion of solvcn~ ~OVC'I'TUIU'Ut. 1\tiiiOrtaJ 

ll~ l vc•nc•,v diHif·ult. in tltis t'mrrgi'nty nnd so r~Nitinl to the J' l'''~('r\·~­
lulu ul Ill•• •h·n1un•ll ie lH"Stt'm- is of no Jtt•<:t'ssnqr concrm tCJ tolllh~ 
I tll'i!lll j.:O\' t' l'l1111l'lllS. • • 

,, 
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~,~...-ry t.•XJk'nditure of h.illiO!l~ for nntion_al dt•ft•nSt• hu d 11nJ5t"'fl 
•hruptl~· th(' rtft!C)f_lS and ad\•1sabiluy for conttnuing t•t•rt6in "it"'"'IU'IN 
~·ir··~. nnd func-uons or go\•enlmelll. . , 

_\mount-t t•xptml_NI for iltf£"1~ ~n ,~·11l IX' so larg1• tl" to ol)\·intt 
miK'h of tlw nN"f"S!11lY for SJWil.ch~lg ·~ n•lwf anti o~h(\r ih•m,. for whi<'h 
tlw ('('lllltnittc-c• rt-c:ommf:nds rl•m•na_1101a or n-clut<t1on . 

• Jtul~"' "·'' nn11onnl mrome, <~lllllfttNI ot $105.000,000.000, 10~2 
-ill 1M' tlw IUOIII r>roSpi'I"'US vc•or In .\meril'iiU hi.stor\', Thi~t UHlV he 
c'On1l'*u-.>tl "llh ~lu"" n•Hioun l inc·om_c of :lppro~in•otc·l~; N2.0UO.ood,ono 
in 1010. Thn l.li' 011(' rt'ftSOil to ht')l(•\'(' thnt lllU('h or tlu• l•t•lic•f ('XJWtuli· 
llll'4' t-ontinuc•c l from LIH' so-rn11<'<1 clcpi'<'SSion y<••U'S now t·uu he• t•limi .. 
nllll"tl. Contiuuntion or puhli{' WOJ•k s unci ~01111' ntht•J' lqH·~ or 
projt'4'1S rhu·ing d~t' '~nr t'llH'J'gt•nc·y would 1'1'<\uiJ't' cHvt'1'8ic.ut 'nr vi111l 
11111uf•owl'r un•l JlliiH'rtll lii' £1'0m dt.fl'nsc LOnon( t•ft•nst• JlrHjt•t· l~ . 

Tlu.• Fl•dc•J'ltl 00Y('I'IIUWI1t nlOnl! must. IMY tlw ('OSt or llll lionul 
cM••n-44•. Fol' yNu'S tlw Fl•tiN·ul Govt'nHnl~nt. lui~ h<'l n ••nrryiu): " 
Jwaa'''' loucl of Stnu• nnd )o(·ol respousibilitil'8. Tht• c.•ommhtt·c• h··liHt,; 
lf111 t.tluring lhi~ <'OWI'J(t'n~·): ~l!t.' St~lt.'S _nml IO<'nlitit"l4 P:honlcl r•·••"'ufllt', 
wln·n• tU't'''8$:&r,V, rt~I.OHSJiulatwl'l ha$toracn11:.· t lu•iN-. 

TJU; t 'UTL'RE PROOR.U.t 

In Jlt'IWrlll, llw conunillte w·ill continue' its inn-:sti~tJtum "" f••lhm'jll: 
I. It "ill cout inu<' its rxt~minat ion of all Ft.-dl'r•l f''\:IH'IItlitun"l'l 10 

dttmnillt.' \\')l('n' furtla('lr curtailmrut. or djmirunion or ('~)lt:'ttditun'S 
tan ('{\ mnd<', in the~ li~ht of drfrnse n{'('l(is, itJCON'A"in~ indu ... trial ,,,.. 
duttt~)lt tJIHI t'lllploynu•nt, sud oth<'r (ft('tors. 

2. h will t•Xftlllill(' rurt\wr Alld in dt•taiJ thr H<'li\•i1il'8 nr tlu- d(•pHrl­
ll lt'IHS t'lld ft J((•nrif'fil or the F('ci('r8l Go\·erllm('nt ((1 d(•h•Milillf' ~·lwthc•r 
Rll (llll('tions tH.•r·foruwd hy clt>partmNlts ami IIJ.tt•ll("it•fil nn• f'lt~c·nti•ll 
111ulrr ··~isli ujtt ronditinns, wlwtll('r duplic••tious and C:O I'n""~l~'llding 
runclinul'l c•tm li<' cuusolidnt Nl, nnd the rxtt'Hl- t-o whicla ('uutmcticm C'llll 
IJf Alll•s til11lt1 fl for· <•xp•utsinn. 

:J. ll will 8C' t'Ulini1.t' Oovf'rllntf'nl·OW!l('d ccu·pl•rulil>lll!l. t•• •l••l(•rtuine 
wlwllwr prc..•!((•llt lutUI I>Oiic·i('S tll"(' a.d\'isz•hh• in \'it•W or c •httlt~('l l ('HII­
ditiHII~, wht•l1uor lonnl" urc· hc•in~ nHutc• c•fli<·it•ntlv, witlt JU'U\WI' t•c•)!tll'cl 
to tif•c·urit,v, t"<' j>nynwut. ~net othrr l<'rlliS, nncl \\'IJt'lhPr sn 1tl'it'jll nud 
('.'(f){l118l'8 o r SIIC 'rorpCll'llliOil~ nrc- r<.'l\SClllfthlc. . 

4. ll will c•:<nntitlt' llllrtllnsin~, r lnssificiltion, s:\lllriL>S, lr••n~Jltlttt•l •~•n, 
publil'ity ttnU otlH'r itl'ln..~ ot t'.'tpenoc ancl vrurtirc• h• tlrt••ruunc 
wh('tlwr thf'\' ftfll hrinrr tHhninistcoN'<l in sn t'COIIOmit•ftlrtuuuu•r. 

4. h will'"'' itw aiiiX'rnuuwnt a~ettciffi in nu t•fTurt tn clt•lt•rrnirw the 
nrn••• .. (ity ftlld the' rrtidrn('y or their srlminislffttion ltllll tlu.••uhi".!lllilit~· 
or nnm· ('(f('("tivo coutrols. . 

G. It ~·ill rr,·irw d ('l((•nst' tx)lt'nditu~ ami makt n•c•nnmu•util•l tans 
for thf' c.•Jiminfttion or waste l'lml inrffici<"llC)' in adminioi.lrJti•in, 

Tlw c'Ommit tfi''s ,.j('\\~S on tlu>:;t.• ~ubjt"t'IS 111111 t»~'"'•hly otlw~ "illiH• 
t•rnhutli, .. l in ;mhSt'(j\H'IIt rt•ports. 

llE('OlU.I E ''D.\1'1QSS 

I . XB\\' AD\"t:ST;l ' RES 

TIJt· t uuunil tt'l' n•(•omnwtul!o\ that no nt•\\' ahl ''t•l tl l ii'C'~ or ('(HI\ mit· 
lnc·ut!!l in puhli<· workR or c~ostlv Governmcul pro~nun~ lu~ uncl••rt.nkrn 
dm·iuJ.r t lw pt•riol l o r Uw Will: NUC'I'~(' I lC,\', ('Xl't'IH. tiiOSt' llllJWI'ntl\'f' ly 
lh'f't'!'...."-111'~' 10 tHifionul dt'fNtst•. 
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4 JUIDUCI'ION 01' NONJ:I!6ZNTIAL J'IIDIUlAL SXPINDlTUa&& 

Tho committee cautions againlt the futility of re~~ . 
existing non-lial epcnding and eubsequenUy approprialill& ,"' '\ 
programs or project. that coulil be deferred until after the entug~n: J 
t. CJYJl.I,A.W COKUB'I.A.nOW OOaP&, JrfAO'IOJtA&. 1'0tn'R .t.DWlHIITI.A'I"'ON OPPIQ 

&.DV041"101f, WO&I: PAOI~ .A.DICKIITR,U'ION ' OP 

Tho committoo recommends that the C ivilian Conservation Carpe 
tho Nalional Youlb Administfttion, and the national.defcllS<I trainang aetivitice of the Office of Education bo abolished, clfoctive as 1000 81 Jl'*ible and not later than July I , 1942, and that there be eetablioh<d 
m eomo suitable agener faciliti.,. for training pe1110ns for worlc in 
defen8C occupationo; tina activity to bo limited strictly to national. 
defense work and conflnod to thoao fields and to numbars to ho eorti· ficod by t.hoSccrotary of War and tho Secretary of tho Navy as nocc1184ry 
for that purpose; also that there be merged in tbia new progr&m any 
noceesary part of defense training now under the Work Proj..,11 Administration as aball be certified by the Secretary of War or tbe 
Secretary of the Navy as noce8S&ry to national defense; and furtlo~r that nil portions of proviously appropriated funds for these a0-encies 
now lwld in reserve by d i•·oction of lho Bureau of tho Budget (totaling 
$132,000,000) be covered into tl1oTrcaoury. 

The committee reoommcndo that there be appropriated to the Wort 
Projects Administration the sum of not more than ~.000,000 per 
mon~h for 3 mon~ha beginrung July I, 1942. Any work now bomg carried on by the Work Projects Administration for account of national 
defol\811 aftar July 1, 1942, abould bo carried on under the dirt!etion 
of the War and Navy Departments and the amount here .-m­
mended for lbe Work Project& Administration reduced aecordiQg(y. 

The committee believes that with defense expenditures conatantly ~ increasing, Work Projects Administration appropriations abould be "? 
on a quarterly basis beginning Jui,Y 1, 1942, and that as employment 
iocreaa .. the qunrtorly appropriallona should bo reduced accordingly . 

• CJTlL J)I&PAA"f'VIJn'l 

Tho committee recommends that everx poeaible retrenchment be made in the administrative costs of the civil depnrtmonta and ageneioo. 
There has not been sufficient time !or the committee to invostiga~ 
fully these administrative costs. This will be dono as promptly na possible. 

The Budget Bureau report before tbia committee eetimatea that 
under a plan to reduce Federal nondefense spending ll! billion dollan. 
lbo allotted reduction in regular appropriation& to civil dopartmeoU 
and agencies would be $100,000,000. This would reduce total 
appropriations from $830,000,000 for civil departments to $730,000.~· Tho cost of publicity activities in tho civil departments and ogcncollll 
is estimated by tho Bureau of the Budget to be at l~st. S31J.,OOO,OOO, 
and abould bo carefully reviewed for reductiona and eliminabooa. 

I . .lOIJC'OIIFUar: 

The committee at this time coneidored in detail expenditures by ths 
D epnrtment of Agriculture, among the regular departments, bec.n;: 
of the large progre.ma and far-reaching aetivilioe oetabliahed w1t 0 
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' ( 
nd transferred 1D that Dept.rtment during the dep~on period 

11,e committee baaed ita etudf' on matarial furnished b;y the SeCretary 
of Agriculturebthe Bu-u o the Budget and ita t.grocultw.J exam­
joel$ and by epartment official& wbe~ work with the !)rogr&ms and 
..u.\Jies. This etudy will be continued and as a p1J1Jal report the 
Cll)llllllitue now recommends: 

\ 

(a) Elimination of all land pureb- by the Department of Agri­
eulwre during tho ~riod of the emergency. 

(b) Review _of. ad'!'ffiiatrative coeta of the Department of Agri­
euhurc and cltmonAtoon of all umocccesary overhead, and especially 
the wag"" and overhead incident ID the employment of nMrly tOO 000 
A$riculturol Adjustment Administo·ation oemmitteem~n. ' 

(e) Reduction of $100,000,000 in tho appropriation for "Exporta­
tion and domestic conaumption of agricultural oemmoditii'OI" p~m. 

(i) That rates anrl pre!l'iums of ~he Federal Crop Insurance Cor­
poration be made aetul\fily sound on a manner tD carry losses and 
that the Corporation be made solf-eupporting. 

(e) Abolition of tho farm-ten•nt progr61n with an armunl adminis-
1roth·e oost of $7,122~670 •nd outhori•ation ID borrow $50,000,000. 

(f) Abolition of the ~'arm Security Administration with $70,500,000 
in direct appropriotion and authority ID borrow $120,000,000; ita 
utional-dafrnse activities, to Ooe ~xt~nt that they are neceaary, tD 
be tn~ru;ferred to some more suitable agency. 

(1/) Deferment of rural electrification expansion to the cxten~ tha~ 
iL conflicts "~th national-defense prioritiee on motcrialo. 

0. r&D&IUL HJOUWAT AHD PU8LJC WOBXI 

The committee recommends that during the emnrgency one-half 
of the Federal highway appropriations and authorizations be deterred, 
ala u•ing of $64,0001000. 

{ 
The eommi~tee behoves all appropriations and outhorizations for 

all public works, including F.edoral dams, flood con~rol, reclamation 
prOJeCts, and puhlio buildin!ll' not directJy C88en~ial t.o na~ional 
defcn•c should be doforrod until after tho emorgoncy. 

Sueb appropriations and authorizations, including bi@:hway fwtds, 
total approximatelx $160,000,000. These items immccuat.ely should 
be reviewed carefUlly. 

1. a&dA~ rwrotnrozo 

Tho commit roc recomrnendsth6~ all funds impounded by the Bureau 
of the Budget from previous appropriations and held in reserve now 
be covered back into tho Treasury. , 

'l'be eommiUee recommends that logislalion be eoao!Dd wWcb would 
authorize the Direeror of the Budge~ tD se~ up reoervee ou~ of any 
fu.ture appropriation, at such timoa and in such amounta as the 
Oortet.or may determine. 

1. QO'f'&BNW&HT COaPORATIO!'fS 

The Govemmcnt more end more, is relying upon tho thirty-«<d 
f'edcrsl oerporations for financing both dcfenao' and nondefense OP.!'.ra· 
lions. Mos~ of tho funds thus used flmounting t.o mft':'Y billion 
dollan1 are not subject now to tho uau~ budgetary and auoot control, 
DOr 00:,. Congr<es bavo control over disbursement of funds through 
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theso corporations, oxcep~ in blanko~ authorizations. Rooeipts d rived from oollcctiona on loana nwlo by lhcoe corporatiooa retu "" their eredit. They are oubjt'Ct. only lo control by the oorporaf 1o ' tbtllllRlve. outaide of any con~ional jurioditlion. 10
"' J 'l,'hcse corpora.tiona nlroady have authoriu.tioo! aubatantillly 1o obhgnw tho crodot of tbe Government. Thcoe oblopliooo COil$lilut.o an indirect ~'oderal debt to tho cxwot tbat they are guaraoteod by th Fodeml Government and 1J1at thoy are not met by tho inalitutioO: themselves. . 

'l'he committee rocomruenda coordination of tbcee corpora~ actin tioo; ltgislation subjocting the corport.tiona lo bud_gotary and audii control; and that Congre8a nssnmo tangiblo and <hroct control over their funds by meona of its con•titutional appropriating marhinery The oomm.ittee will deal with tho disburaementa of Oo••mme:.,1 oorporati.ooa and make more apocific rocommcndations in subsoquent reports. 
TABOLAU RECAPITULATION 

lf the spocific o·rcomonendntioos by the committee are adopted tho appropoointions lor tho next fiscal ycor will bo less than in the ew'ronl fisc•l year by the following amounts: 
CivUlan Con!K'r\'1\tion Corpe (aboUt~hed) ............. _ .................. . 1\atlonal \'outh Adrnlnl"itralion (AhOIUihod) (nonde/~nl)()) .............. .. Work l'rojee~ Adminbltratlon (pt'f\llf'nt appropriation $876,000~000 a.n1H...Uy). Htcocru~ndation for (!uatWrl.r app~t.ion ln­C'Iudio~ dl'ftruo aeUvltias for ftn,t. 3 montllll of next fbral yr:ar of $h0,000,000 monthly anrl further reduc.:"tion M employment. ln•l>rnvce du., to ddcnse e:cpandlturte a~hould uvo at le&.!lt for the you... ........................ . .. ....• . . . . . ..... Apteulture: 

I>ererrne:nt. olland purcbiJM'II ................................................ . s~w1nu In (\\'CtlltiUl ('JCI)CU~('If or Dei)Art.mcut. 1\-'i lnditat"Cl .. . Heduetlon fn a11prapriAUon tor u J.o:xportat.;on and don\t.~tie f'Or.~~oumption ot attricultura.t eommoditiee.'' ............ ......... .. Fonn·let!onL _,...., (ahollthNI) (.,..hl---· ······· · ··· .. . F•nn-ttnant pTOgtAm (abolllilhod) (lonn am.horlu.tlon c.•u•eel-"tiou) ..... ..... . ... ... ... • .................... ............ ·-- __ ...... .. Farm &c:uriiy Arlmlni.straUon (aboll"hed) (tMh) .. ... ....... . t'•rm ~urity Administration (aboU~hed) (loan autboriu-tion tanotlattOu) ... .... ............. : .. .... ............ .............. .. .. Public work!~ and Federal bighw~~Y: Ono-hntr deferment in pubUo roa~----- ···-·· ················--· ··· · ~ ··· ········ .. .... Otber public •·orkA: 
J)tl(ermcnl ol public buildin@:,. tor nondefense ....... - - ·· ..... .. Dtfenm!nt or DcJ>ArtJne.nt. or Interior itf'm!! ............ ........ . D()fermcut or rh•cnt and harhors and Oood oont•·ol iteant •••• 

...... 
$2<0, 960, 000 

01,767,000 

100, 000, 000 

3, 000. 000 
60,000, 000 

100, 000. 000 ..) 
7, 122, 000 ., 

60,000.000 
1 0, 600, 000 

1 20, 000. 000 

IJ.I, 000.000 

43, 161,000 
20,727,000 
27, SM. 000 

Cash ,.YIIIJll •••••••••• ••••••••••••••• ••.••• •••• ••• •• I, 131, 075, = C&PCE>I•Uon o! loan aeliviUe~~~.......... ...... ....... ......... ............. 170,000, ---1'otnl ••• •••• •••••• •••••••••••••••••. •••••••••••.• • I, 301,075,000 
In addition, if lunda impounded by tbe Dim:lor ol the Budget !'"t"' oovrl't'd into the Tl't'IISIU')' b)' legialative notion, as this comomttoo rooommonds, there would be munOdi,.te savings of $415,890,061. d '!'hose aavini(S specifically reoommendod '"" partial in ~pe ~ le.ve a field of economies in wruch further substantial reducuons will bo rccommondod. 
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!A tbe fi•ld for future invet~tigation by this committee, where no 
rfCOD>mrndationl are as yet mado, are reductions in adminiotrativo 

( 
..,.., ol civil de2artmenta aa ref~>rred to above and noted by tbe 
J)irociO< of tb~ Bureau of tho ~udget in his re~rt to tbe &nate 
FinlllCO Committee. Tho COIIIJlllttoO bu laekod ume for inv.-.tigr.­
tion into many ot~er expenditures which "ro and will be under study. 

1'bo committee 1S doeply grateful, capocuuly for tho cooperation of 
Uon Houry Mo.,;onthau, Jr., tho Seilrotr.ry of tho Trcaaury, and 
Hon: !larcld D. Smit~, the Director ol tho U~reau of ~ho Bud(!llt u 
mtmbera ol tbc comnuttca, and for tho export information which they 
ha<e mado available to tho committee. Tho committoe is gratellil 
&lso ror the cooperation of the heads and officials of the various depart.­
-" in tbe oommittoo's deliooratioM. 

( 

Tbis preliminary report ia baaed upon tbo great amount of factual 
mlormation, IA!OtimonY., and o~er ,doeu"!e!'la'Y cviden~ which will 
bo inoorporatcd from tune to t1mo m add1t1onel fortbcommg reporta. 

HARRY F . BYRD, 
0Mirm4n, memb<r St~~ate Finance Committu. 

Roum-r L. DouotiTON, 
Vice chairman, chairman HoUJ/t Committee on H'ayt and MtaM. 

B~Nrn· MonotNTrtAu, Ju., 
Stcrtlaf'y of the TrtatUI'lJ. 

(Subject to qualifications as staled i.n his letter, which is attachod.) 
CAIIT£11 0LA88, 

Ohaif'ffi<ln, &nate Oommittte 011 Approprimi<>nl. 
WALTER F. GEORGE, 

OMirman, &nal$ Commit~« on Finuee. 
(Soo attached comment) 

KxNNIITil M c KELLAR, 
Dem(ICf'(Jtio rtLnlcing mtmbtr, 

&nate Appropriations Commiut<. 
CLII"''ON A. WOODRU», 

Dtmocratic ranl"ing membtr, 
HoUJ/t AppropriMions Comrnilltt. 

TuoMA& H. Cut.LEN1 

Democratic ranking member, 
Bov.n ll'a11• and Mtana O<>mmiltte. 

A.L.Lt;N H . TREADWAY, 
Rtpul>litGn ran/ring numl>u, 

flotUt ll'av• ond Mta.u Oommitltc. 
Jous H. TABER, 

RtpublitGn ranl-ing mtm~r,. 
RotUc Committee on ApproprialwM. 

GERALD P. N''"• 
Repv.bliMn r<~nHng memb~r,. 

Senate Commulte on Appropnahont. 
(AJ>prov•s recommendations 1, 2, 3, 4, G, 7, and 8, but mokeo 

exception to reconunondntion 5. Sco attached commont.) 
Senator Goorgo's common~: 
In my opinion the defenee acUviUee ot the National Youth Adminlstratton an~ 

tdueaUOnal ae11viUea relatin& e'\rioUy &0 .,enM aetlvitiee in t.be BurMu tJ!a 
Ed-11on lllould be eo<~tinuoid In the - d• ,_tl•ely unl.- • ouboi.UI 
..... oould be IIUide by oombinlac U.. !Yo. 
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Senator Nye'a eJ<C<!ption: 
I lake uoepUon rttpectll>l ,_,_ci&Uoa No. 5, rolaUoc to~ 11 ·~ ~ ~t o1 AF!cultuN. -Whllt J UD coGedM.\ \hat l&rp •YIGtJI cu be n e ched to U. n........--t. I am-.-, to ,_.,meodiUOl whore aacl bow .._.,, u.. ...._.. 

ahalJ bo WJd4rtakeo, wlt.boul cb&ncela< _.,, aucl7 ol U.. llllblect o1 :;;:­each recommeoded nducUon. *' fo We mllft keep oanoulture otrong and .-ylor thO adJuttmont that muot follow the war. When wo Jet acrlculture dowo durin& ud alt.r the ta.t 1f'&r wt oo. tributtd lar.-ly to tlwl _n..,lo b~Uk..S.wn wbkb llaally oaoom~ U,. •llolo OOWJily. w ......... repatl t.h&t osporloooo. 
~an Clarence Cannon1 e!Wnoan of the Bouse Apprepria. 

tiona Oommitl<le, participated act•voly in the preparation of lobo report, 
and wu unexpectedly cAlled ~orne. 'fhe opportunity was not avail· able to pre8<>nt the report to him for &1gnature. 

TAI!A&VRY DEPAR-nt£.~"1'. 
W.ulting!on, Dtumhtr t!, 1941. Hou. BARRY F. Bnto 

Chairman, Join~ Committee on Reduction Q( 
None88mtial Fedtral &:penditures, Vnued Statu Senate. 

MY DuR S&NATOR: I am willing to sign t.he r~rt of lhe Joint. Committee on Reduction of NonMSCntial Federal Expenditura aub­
joct, however, to m1 disagreement with the reoommendationa under 
'.Aviculture." I d11agree ..,;th tho recommendations wilh re&{lOCt tb 

agr•culture aod in lieu of the recommendation& contained m ll>e committ.oo's report, I desire to suggeet the following: 
When I npp<l&red before the committee on November 14, I ataltd that expenditures iDcluded iD the Budget under tho fann program 

wbicb wu ini.tiated in 1033, after U.o catutrophie fall in pn- in 1932, 
wore designed mainly to meet conditions iovolviDg low prices lor fum , 
product&, surplus production, and loas of export mllrkcts. l'n>tMt. conditione arc raruCally dill'erent from those whiob lho form progmm 
W88 deeigned to meet. U is eaLimated that in 1941 lho la11ner'a 
share of the national income will be 20 percent greater than in 1932/ 
notwilhstanding a reduction of aimo.t 10 percent. in the proportion o lhe (ann population to the total population of tho oount.ey. Althougl> 
t:<>•emment.al aid was nocess&~y m order to bring the fanner't net 
moome from 3){ billion doU&rB in 1932 up to SJ' billion dollnrs or more 
in 1941, cort4linly aftor having reached lhis goal thoro does not appear 
to bo any reason to continue spending at t.lie asmo rat<>. The farmer is gelling his share of the total expenditures made by t.h'\ Govern· 
ment, aa the increua in his ne\ income indicates. In addition, tbtre 
are aubetantial b<mcJiu that will accrue to the farmer from lobe lend· leaaeprogram. 

In viow of aU lhrso circumsiMcea I feel at this time lhat we should 
mako dl"88tic out& in our agricultural expenditures and I would 
recommend that tho &cretary of Agricultun bo required to opcmta 
lho agricultural program included iD the Budget with an annual appro­priatiOn of $500,000,000 less thao authorized for the current fiaca! yeor . 

. With reepeet to that part. of tho agricultural pro~!""'! came(!. on 
With funds bonowed from lhe Reoonatruetion Fmanee CoiJlO~lJOn, 
I would WIUit the oommitteo to make a more thorough invest•gnhOII of 
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"'"" o<tividee ~ore 1 ~· UIJ ~efillile recommendation for reduo­
• 

01 
in lhe amouoiB available forth,. pwpoee. 

( 

110
1 o1oo raioe a question about tho recommendation (par. 1 of iWil 

, 7 "Ree<!rvee unpounded") to oovor into the Treasury all .-rvee 
~~·up by tho Bureau .or the. Budget. R~oe a_re ~t up primarily to 
roect unlort'IOOD oon~mgeoqes ~d to avoid dcfic•oncoea. Many to mea 
lbrte roll('rves result m large aavmga. lt lOOmB to me thAt ila genoral 
rt(IC)IlllllCndation of this kind Ia adopte(l i~ would defeat tbe •cry 
pUIJ)O*! lor which reserves &recreated. 

( 

Sine~r•ly yours, 
· B&Hu Moto!IINTRAU, JL, 

&t:rtlDry of 1M 7rocuvry. 

Exsctrnn Orncm or TB& Pauro&NT, 
Buaou 11 or TO BooollT, 

Wtuhingtcm, D. 0 ., Dtamber U , 19-fl. 
Bon. !lARRY F. Bnto, 

CMirman, Joim O<mlmillte on 
Redwtion ot Nonusenlia/. Fdertd &7lendilum, 

(lnited St<otu &11411. 
MY Dm•n SeNATOR: While 1 bavo oooporat.od with tho committee 

bT making available the lacilitioa of the Bureau of tbe Bud_got, in 
new of my position as head of tho Bureau and my official partie~pation 
in lho preparation of the Preeident'a forthcoming 1943 Budget to bo 
tubmitt.od January 3, 1 obvio.Wf cannot join in a report whicl! au.y 
CIOIII&in reoommenda~iona a\ vanance !herewith. 

Sinuely yours, 
HAROLD D. SIIJTII, Dirtdor. 
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MINORITY VIEWS OF MR. LA FOLLBTI'B 

IPunuant to oec. 1101 of the Re,..oue Act oliO. II 

The swooping recommendations or the majority or the committee 
oro hRaty nnd unwarranted. Although in presenting this dii!Senlin 
report it is my pttrpose ro denl only with some or tho major it~mi 
cov~rod in tho mo)ority report, tho blior honringa and eealtcri 
testimony, Ioken hugely !rom sccondMy sourooa, and cordully ~ 
moved from public Sfrutiny by executive soaaiona nod con6dential 
he•rin_gJ, do not justify in my opinion lbo conclusion. reached by the 
commtltce. 

Congre~Sionol opproval or tbe recommendations Would knock 
ao1no o r tho major props or Federal support out from under our ~ial 
atrueturo in tho lower income levels- at a time when national unity 
and national ltrt'ngtb requiro that high morale and powntial abiliti10 
bo maintained and strt'ngthened among the unfortWJal<l one-third 
of our population which ltas just cauac fo r diMatisfaction with an 
tcanomtc and oocial system thai baa treated them ababbily. Tha 
various recommendations make a "whipping boy" or minor abuses and 
de6ciencies in I!Oitablisbod Federal aocial programa which have proved 
their worth and need, while absolving or overloo.kiog tho major 
nbusa~ and costly maladministration and much larger sums involved 
in tho dQfenso •md wor e.'<penditures. 

WAR E::XPENDIT1Jl\E8 NO AN&WF.R , 

War expenditures nre no answer ro ~ho problems or public wist.. 
ance. Tho direct and iJldirect benofila or this Oow or Ooverument 
monoy 11ro monger and remote ro many cla8808 of pcopl~ in many 
nrea. or the country. No matter how groat, war oxpendtturcs can 
in nowieo subatituro for or alleviate the need or tho bulk or pr<SeDI 
publio aaaistanoo. To aasume otherwise, aa doca the majority or the 
committ.oo, is simply to deprive needy worthy ciliz.ona or aid and to 
dcp,..,.iato our pl'll8(lflt inadcquala sl<lndard• of public 8S8istance. 

Why war expenditures are no effective relief can easily bo !W'ell. ID 
tho lirat place, defenso contracts have boen awarded in a vuy di~torUd 
pattern 10 comparison with normal industrial activity. his Cllltunated 
that 12 Stati!OI bold 71 pen:ent or the value or all contrael.o; thAt 20 
industrial areas have SU percent. A. few montba ago it wushown lh•~ 
66 corporation• bad 74 percent of the rolal value. ln Lho aecood pl_...,, 
certain groups simply cannot share in defense employment for o~vtous 
reasons O( UMmpJoyabiJity, Jack O( requisite training, IIOC!IaJ ~r 
coonomie lit'S which prevent migration ro job oponil•gs, or, oven ph',':;­
cal incapability or poor health which m•ght very well be the rca I 
o r prcsont inadequate pubtic assistance. 

Jt is inconceivable that n Oovemmont whioh ia sorely P"""'ed now 
for Mpllblo men ond women in military and civilian capacitioa abot~d 

10 
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esrroise such al\o~ight~ judgment"'· t;o eliminate or drutieally cut 
l ( til* very aottvttUll whtcb. are rehabthtating. and . augmenting our 
J po~<ntial m~npowcr, by var10ua mean& of publto ANtatanee. 

lNAD&QUATB EVJDENCfJ 

'Tho rerommtndationa for drf:Stio curtailment of the aooial p~allll 

110, administered by tho Nattonol Youth AdminiAtration, Ctvilian 
Conservation OorJM!, and Work Projl'CIB Administration were made 
on lloe bl!lli& of about 10 hours of ncarings, less than 60,qoo words of 

18timony on thi• complex problem of public policy. More than 14 

Uro!ll as much ~Um~ny w"!' tak~ by tho Houao ~d Sonate Appro­
priations Commtlte(ll m making thetr r..oommendat10na .for the current 
lior&l year. Similarl.y, the propoeod changes in tho A@Ticultura.l pro­
psm are based on 1.,.. than 25,000 words of hearinlt11. In complete 
eontrut, lbc Rouse Appropriationtl Committee alone took ahoul 
1,200,000 words of ll'lltimony on tho I 0{2 agrieullurnl appropriation 
boll. 

Tho propol!<'d reductions are wholly disproportionnt<• w the respec­
tive values of tbe Vllfious Govcmnwnt scrvi...... It •PI>Cars that they 
.,... based moro on considerations of " 'bat can oo most•asily curtailed 
or eliminated rather than consid•rations of rolativt valu~ of tho servi ... 
oroimplc fain11'68 to &II parts of tho population. Th~ underprivilogtd 
youth, the llllt•riltg or incapMitatcd or inefficient worker, the fam1er 
.. d others who have never had a chnncc 10 sot atnrtod on tho right 
roud w help themselves because of l11ek of mitinl en/>ilal or initial 
tmiuing-all those, who have been receiving somo, t oough meager, 
aid from tho Federal Government would be deprivod of lhrir ehanoe 
14. ~Kip make this country strong. his tobeer folly to build up tho 
matt&l1' do{.....,. and ·~ lbe same time neglect the problems of hunger 

( 

.,.d pn,·ation of millions of our ~ation. 

PU'TURB N~£08 

t:quallr importMt 10 remember iA the faeL thnt poet-war ncedo 
..,ill noqwro, moro than ever beforo, well-perfected machinery 10 cope 
with post-war social and economic problems. To Wl'l'Ck tbo ~inery 
no,.. only 10 ba,•o 10 rebuild it from tho ground up later may m tho 
md ho more cooUy than anr. immtdiate a&l'ing. . 

The Bud~t Bureau's irut.ial roport to the committee (w.hoeh waa 
pr.feeed with tho warning "it ia apparent that many of tho mdoeated 
dow11ward revisions would seriously impair the dofenM effort and 
other vital governmental activities" nnd with tho cxplanntion " it 
mu.t bo emphasized tha~ the reductions diseuued are tn no sens& a 
PI'Oduet of. tho normal budgetary p~ of request., rovi~w and .roe­
ununo!'~atton") auggealed varioUII alloc;a!JOM Cor !•YJ?O~otJealsavmga 
of I bolhon doliara 1M billion, and 2 btiiiOn. H IS Significant. to note 
that even under doe mosL 110verc curtailment program to wbocb con­
tideration waa given by tho Bureau the Bureau did not recommend 
curtailments as 110voro as those no..: proposed by tho eommiUce for 
certain items. . 

t'or example if the Budget Bureau were lorcod to achieve a billocn­
!»Uar reduction under tho 1942 Budget (whicb apporcnt!Y wouJd be 
•nadvisablo in ita own opinion), it would rodol<lfl tbe Nauonal 1 outh 
Adminiatrauon and Civilian CoiiSC'rvntion Corps b1 $185,000,000. 

-• 
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Yet, tbia committee prop668a to make a lliaah of almost double u, 1 amount r.nd wipeouUhowbole~bd oondelenaepl'Otlf&m. un/ 
the same condit.ionab. tho BUNau of the Budget woldd cut the F..: ~ Security progn.m y $33tOOO,OOO. This committee reoomm Dda J 
$77 ,000,1100-an unreaaonaolo elJmination of rural rehabili~tio 
funct.iona wbicb have oonaistentJy met with tbe approval of Congr0111° Tbo greatest too of democracy, the gruteat threat to our doonccW~ 
strength-& vital an~ . nceessary aoeond line ~ mili~ del••- • poverty and underpnvilege. The Farm Secunty Adnuniatration 0.. 
National Yout.h Administration, the Civilian CoNUValion c.;rpa 
and t.he Work Projeeta Adminial.ration uch in itAo respective fitlck 
baa waged war with aome au~ against theoe antidemocratio forctt 
This ia no time to diaoontinue a job that ia ao essential to the prccerva: 
t.ion of the Nation'• human resourcoa. We must not, in our sinoe._ 
efforta to economize on noneasentiala, blind ouroclvce to the diiJ!ien ollooing what we cannot t.ftord to 1016. 

Jl'O'R..U, POVl!tRTY AND DISTB.EII 

Look at the factll, first, 88 to rural poverty and distr0811:•h is 
estima~d that in 194o-only laat yea,.....about one-fourth of alllann 
lamilica, or 1,500,000 of them, made $400 or 1- from their farmt, including the value of farm-produced produetll lor home consumption. 
This ia S2 or less per penon per week. Another I 000,000 farm lamili .. 
made 1- than $760 a year, a weekly income o/ $3 or 1- per ptr10n. 

Naturally, improved farm priooe have helped many of them incr&Ne their incomes. But a vast proportion of the N ation'a low-income 
farm families actually produce a very email portion of the Nation'a 
commercial farm output. They do not have the resources. They 
are out of the I'IIDiling. 

Evu in 1929 the lower hall of American farmtn produced for only 
10 poroent of the market for all commerciA!lv traded farm producu; ...:\ 
tho other 90 pereent of the market was supplied by the upper ball of ., the farmers. In 1936 about a majority of our farms included lesa than 
one-sixth of the Nation'a farm land. Theae email farmers do nol 
profit. much from better farm pricu. They are chronieally disad· 
A~;,n&-third of the Nation's farm familieo do noL have ~ 
to & land resource (either directly u operators or individuaUy u la­
borers) aufficicnt to support a docent Uving. Moreover, tho trend 
toward diminishing resources for tboao ,People bas bOO> uomist•kable. 

'fhoeo are indisputable factll. Theu· meaning to t.bia Nation in 
time of all-out war ia obvious. We cannot alford to abandon our 
eJrortato try to cope with rural poveny. 

One of the moal aerioua rosult.e of poverty ia poor health. Tbo'!· "";Qda of our farm ft.milies need better food but they cannot got .•1 
W1thout bclp. ThouMnds need medical care but they ea.nnotalford ot. 

Poor health on tho farm means lo&S of the Nation's manpower. 
Most people know that about on&-tbird of all Army volunteera are rejected lor pbyaical dilabili~y. h ia also importan~ to remember 
thu & larger proportion of enlistmeota have oome from ruta\ ~ill· Tbeoe areas have contributed more than tbeir share to the Nauon • health. 

Amoricans mus~ not overlook oit.her, ~hat it ia in the rural areAl that the Nation's highest birth' ratns exist. A greater and greater 
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'on or t.hia dom~y'afuture population ia ~mine from the farm. 
r:,l' it is an eetabliabod lacL that tho hili:hoat boriJt ratoe are in tho 

( 1
,
0
,u,.t rural areu-t.he areaa whoae problems aro being tackled by 

ibo Farm Security Administration today. Tbia aU.kk eannot he 
.-xtd if we are to guarantee a ltl'oiiJ democracy tomorrow. 

11 ;, true, ol courae, that lhere 1a aome movement out of th­
..,.... The tragedy of tru. migration, ho'!ever, is twofold. In lbe 
6rtl pll<'e, the people w~o m!>ve !>Ut ~arry Wllb lbem tho effect& of their 
e"' of poverty and pnvatJon m d1a0aao, low morale, and backward­

i.tJII. They booomo a not liabil}ty If Ut~ Nation oven after th_ey move. 
In tbo t!&COnd place/lbe out.-m>gratton ta not fast onough. The areu 
of lho most acute arm problema aro area& in which tbe population 
ooolinues lA> grow, even in face of aocelerated rconomic activity in 
I01flll and ciUM. There is no full employment in submarginal rural 

Aot::dit.ion to the chronic fort<lS, there have bOOll adversities or • 
catastrophic nature that would havo wrecked thousands ol farmers 
il it bad not been lor assistance by the Fodera! Government through 
the Farm Security Administration. Droughts, Ooods, and similar 
disu~rs have hit groat numbent ol farmers within Ute paat docado. 
In eecb instance lboy have been able to turn lA> tho Government for 
aid through a machinery that e.xista in the Farm Security Admini .. 
~ttlion. 

WHAT THt; f'A.RW: 8.ECt1RlTY ADMINlBTRATION RA8 DON& 

No otJter agency in our Government has a more imprc~&ive record ol 
btlpful service to lhe people ol this N at.ion than lbo Farm Security 
Administration. This agency hat tackled the problema ol rural 
po<trty at the roota, where lbe strength ol dem~racy 00.. 

In the pas' 6 ycara the Farm Security Administration bas made 
f rthabilitation loarta to more than 900,000 low-income farm lamiliee 
l to enable them lA> buy necessary oporatin~ good&, better use their 

rcsourct>S, and add to their produotave capttsl. It 11118 ~aught them 
bow to produce thoi.r own food in eufficiont quantitilll lor good h~altlt, 
It baa shown lbcm how to farm so as to save the land and inr,..•••· 
their production. It has taugM lbem skills and new methods ol farm 
and home management. 

At a result of tit- rehabilitation lo&D!, "•bich are but one. ollbo 
!lh88<'ll of the Farm Security Administration program, theoolow-mcome 
lamilit'O ba,-e increased lbeir annu•l net incomes by a r.otol of more 
Otau $75,000,00()J or 35 percent,. ovor the year beloro coming on tho 
program. In audition lbey havo inoroa&ed their net worth-tho 
tot.J value ol lheir belongings and productive equipment, over and 
above all debta including lbeir loans from the Government-by 
ll<lrly S80,000,000 or 21 percent. . . , 

At the heart or tltia great record baa been the familttt own efforu 
to produce lbeir Oll'll food and feed. These lamili811 in 1~0 increased 
the value of t.he goods producro lor larm and home uJe by more tba.n 
60 percent over tl1e year before coming on tlto program. In tbCJr 
llockpile ol hoalthlullood during 1940 w88 an avcrag• of 391 gaUona 
of milk per family, 266 quarta of fruita and vegrtabllll c111111ed, and 
381 pounds of m~L p....,.vod. 
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Moreover th..., familiN inert.-! the land moou._ at th<ir d" poaal an~ sdded t.o tlteir st.oe.k. of ~oo~ and f'<IUipmrnt and Uv,.took with wh1ch l"'"ll•nent reh.abil1tallon '" made poeeible. ~ Tho Fnrm SMlurity Administration hns also helped mnro th•n 22 000 J tenant farm fomilies to bceome owners 88 a rwoult of thr tenant·pur­chMe program. The tenant.purch..., p~ baa brought lh Amerkan dream of fA11ll and home own~~n~htp t.o fsmilias tltat oth-.• wise "·ould not have bN>n oblo t.o achieve it. • 
With tenant purchosc loans theso families have bouj!ht !amily·type forms capable or providing. them with • decent livmg. C.,Ots ,,. 

IJlrrad over a 40-year penod. A r<!Cent rtport ebo,. that this Government activity hu the remarkable record of repaytnente of 90.5 percent of princlpnl and interest due as of June 30, 1941. 
One ol the trt~y remarkable features of the Farm Seem1ty Arl. ministration program is lbc l!lllttllneas of its eost. It hM been tsti. n1ated that tbe eost ol rehabilitating a disad•·aotaged farm !amilr on the Farm Seeurity Admin;.tration program is leas than $7~ 1 year. This figure includes the expenses of teaching the £nmili08 new and bel.ter f•rming mothods, hclpinfi litem get botl(>r leaseft, loesta on nil lonn8 advanced to them for tvcst.oek and equipment, g,.ntt made for direet subs;.t .. ncc purpos<)S, and total administrati•o expenSCfl. 
This figuro is all l·ho more rcmnrkablc when comp11rcd with tho expense of maintaining a fam1 family on work relic!. This would amount to at least $800 a vear, and the family wot~d be little bettor olf after the year'e end. Rehabilitation providce for long·run aocurity. 
In thi~ connection, an appra;.nl of Seerctnry Morgonthau is npJn'O· printe. Jn n s tatement to the committee w1der date ol November 14, 1941, bosaid-
1 U.OWd lito It unden<ood that In makinc tho ouqeollon tb&l lhit dNo tl ~ !ann expendlt..,... •bould be noexamloed, I do not ..ru to tbe bulk ol aetlvltleo undmaken by the Farm Seeu:rity Adminlatratlon, ln.w:nueb u t:he noed fOf much o1 t.helr e.xpendiLuroe Ia, In my opinion, .-t111 ursent. Jnn u I IUgtstod earUe.r that t.bcre should bo no reduction ol expo:odJtu,.. tor th& help ol the undernourWl.ed, 10 1 beUe,·e lh.at. lhere &bould be no redutdoa 

"' our help ol tbe llwotroppon and !arm .......... bo - "' urco•• .... -drruing need ot eoooomle rthabUit.adoo. 

PA8T CONOR.,8&10NAL AT'tiTUDE 

The action or this committee in recommending tbe elimination ol the aetivitiN of the Farm Seeurity Administration at.ands in d~~ contradiction to tbe consistent and alead!Mt policy of tbo Senate and the Cong,...ss in extending aid to low-income farmers. 
As onrly as Juno 24, 1935, the Senate pa-dS. 2367, which had_~j its purpo8C8 the promotion of more accuro occupancy of fa.nns """ farm bomN, the correction of the I'COnomic imtability resulting fntm acme forma of farm tenAncy, and the cst.o blisbment of a rural roht.­bilitation progmm . In tho following year the work of tho Resettle· mont Administration, which had bee.n set up by E..ecut.ive order, wu recognized in the Bankhead·Biack Act of Juno 29, 1936. On Jul~ 22, 1937, tho Bankbud..Jonet! Form TeoiLnt Ac~ (~ Sta~ 662) waa enacted t.o encourage nnd promote the ownersb•P of larrn homes, and nuthorizcd the mnking of rehabilitation loans to lnrm 
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owntrt form tenan~, ,farm la'?<>.ren!, .and oh."I'OOI'OPPf'n!. This act 

' 

( 

(1ttflt:J tho Farm Sooun ty A~~most':ftt1on, whoob look over tho work 
ol the old Reset tlcment Admomotratoon. 

')be Bmkhcad..Jonee Farm Tenan~ Act waa b&8<'d largely on the 
.....,mroendationt of tho President's Committ..e on Farm TeoaD<>T 
,rbich had made an exhaustive repor~ on the probltma or underprivt. 
ltltd farmers, witb recommendations to Congro8, in 1937. This 
committee was m&de up. or a repl'\le(!n~tive group of American 
l••d•"' (rom aU wolks of life wbo wero COijllltant of ond in~rested in 
the problems of rul'll) p~ple. Tho oom"'!•tte;e'• reJ>Oo;to o:oonmmended 
~ .. need for ft oont:numg F&dcml orgamzatoon to atd m alleviating 
,._ problems. 

Since the eetabliAhmeot of the Farm Security Administration the 
Solo ole bas p..-llegiollation aimed at greatly expanding the acti~ti .. 
ol the Farm Security Administl'lltion in the promotion of farm owner­
ship. On Jomo 28, I 039, tho oo-e&lled Auatin anoondment to the 
Bankhcad..Joneo Fnrm Tcn,.nt Act was pll9l&d by the Sonato provid­
ing thot loans be mtlde not only to onablo small wnruot formers to 
oequire f&rm• and make nec-arv rrpairs and improvements, buQ also 
to enable them to rt6nanee elristlng mortgages on fanns. 

On J uly 6, 1939, tho Senal<l p881100 S. 1836, tho ao-calloo r- bill, 
pro•icling for Oovrunment-insured loans to farm~rs. the encourage­
ml'll~ of sale of farms held by absentee owners to fann ~an\4, and 
the making of long-wnn, low-inter~t-ral<lloana on fnnns. 

On July 10 ot tl1o same year Sonator Barkloy introduced S. 2758 
providing for tl1o oonstructton and financing of s~lf-Jiquidating Gov-
1\mment projoo!AI, including a total or $500,000,000 for loans to enable 
larm tenants to become owners. 

Throughout tho years the &nal<l and tbo Congnv ha .. e giv~n 
ialtrtet and aup,POrt to tho program. The c:omrniUee's p.......,t 

( 
~mmendation 18 an about-face. 

J'llOERAL AID 'flO YOtrTH 

Another major category or Fed oral assistance to tbe undorprivilem 
is the aid for noed...r youth, administered by the National Youth !d­
minist.ration and Civilian CollleJ'Vation Corps. The majority of the 
oommittee has oeen lit to ..-lmmend that lho aids be di8continued and 
the programs and organizatioruo be aboliabed e:<e<!pt oo-ealled dofense 
~<:tivitics that are to be continued under lhe supc"i.eion of "some 
suitable ageney". . 

Tho recommendation is based on a dnngerously fnlso conception. of 
defense activities ._nd upon a mistaken bt'lia! that tho w&r ottuat<on 
J>tnnits tho Federal Government to ohirk obligation• which it could 
not alford to neglect in peacetime. U it is necessary to p~e the 
morale of youth when tbe Nation it not in danger, !t,. doubly unport.­
ont when the national aec:urity is at a take. What" more, tbese a~n­
eitt can and havo prepared tho youth of the Nation lo fiJI more capably 
th~ir pin~••. in t~o civilio.n and ~il.i~llry es~ablisbmcnts, ol the eo!'ntry. 

Tho ebmoo,.toon of thoso acttvotle& wluob are not !noludod on tloo 
narrow de6nilion of defenso training would hav~ '\ 8<'fiO~~ effect upon 
the morale .of thou811Ddo of young prop:o and theor flmtloet. . 

For example achool-lunch projecw operated by auch &geO,Ct!" u 
lhe Work Prolects Administration and National Youth Adtru1111~ 
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uon are helping over 3,000,000 children in poor familios with big•·•­bcneficial rcoults in health and moralo. Many other Na · "" Youth Administration activities, aucb aa public health and be~ '\ work, a.ssistl!n~ in n";"':C':Y eehoob f~r children. wholl<l mothers:; J work, and 11milar actmtlt'8, are postttve contrtbutions-mueb m uu than is genorally rulized-to the morale and well-being of the peo~t wbo mus~ produce tho munitions and mawiala of war. To cJimina~ thcoo functions would be a step in the wrong direction. . 'l'ho N !'Lion's hospitals o~d P'!blic health services, ov<rburdenld m pcacettmo
1
. are now of untque unportanco to keep work,.,.. 00 the productton me. Twelve thousand young people aro rec:ei"in e.•vorienco and trninins in hospital nod health work through tb~ National Youth Adrni~tstrati~n program, and many thouaands mo._ are needed to moo~ tbe mcre&&mg noed for health ,and hospital .. rvi08, as well a.s to replace the poople m these occupations who aro going to tho military services nod overseas. 

With more married women working, and the consequent probltmt tba~ are ariting in the communitios of Will' industries, tho need for adoq uatce care of children of working mothers is increasing rather thnn decrCMing. Tho States and ciiiee br.ve never undertaken to provide in an,Y adequate way for the day care of pl't'liCbool child,.,. and tho facihties of priva~ agencioe o.ro already overburdm1ed. t/ we oro to t11ke advantage in our wnr industries of tho skills of moiberi we must provide at least minimum facilitiee to oare for their small children while they are at work. 
Both tho National Youtlt Administration and tho Civilian Conserva­tion Corps, by giving inexperienced youth the opportunity for work O.'qlCrienco and preemployment training, are providing our war industries with a supply of quali6ed work.,. that would not otherwiM be made available. During the 11-month period January through Novnmbor, 1941, neurly 400,000 youth were enabled to leave National ~ Youth Administration projects ~ take privatA employment.. The Civilian Conservation Corps, similarly, is at present supplying private industry with 8,000 to 10,000 young men monthly- young men who have learned tho rudimont.s of work training and exp<rienct and whom employers praise highly. Those who liavo or will become a part of our armed or navnl forcoa arc better material beeauso of their tr11ining in tho Nationo l Youth Administration or Civilian Conserva. tion Corps. General MarabaU is authority lor tho ioterooting .•\A.t&­ment that one-fourtJ.1 of aU t.he cooko in the Army are former Civiltan Con~Wrvation Corps cooks, where a large sbnro of thorn received their initial training. Thia record is concrete evidence that industry .a~d Government want and need workers with National Youth Admmll­\nttlon and Civilian Conservation Corps work experience. 
NA'l'IONA.L YOti'Tll ADWJN18TRA1'10N 8TtJDE:NT- WORX PK00RAW8 

. The rt'OOmmendations made by the majori~y of this eornmittao mchnlo elimintttion of ~he Nntionol Youth Administration student­work program. This is a recommendation for the &enPP.iJ?8 oandf • program that ba.s helped over a million low-ineomo famil•es . t.hnt is now affecting nearly 400 000 such familios. Tb.rougb .t.\'10 pro~eram, education has bclln m;;d0 more eftect.ively free to fiunibet that cannot alford to maintain tb.rir childl'\'n in school. Netd1 
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•tudents, selected by local S;Chool officials, are .no~ given part-time 
.rork 110 tbey can ~arn suffiCient wagea to romam m school and 000• 

tinue tJu!ll' edueataon. ~aymente average a bout $4.50 a month in 
high schools and 112.60 m co~cgea. The average annual income of 
t~ lonillies oltbeee atudente, 111 the academia year 1939-40 ,. ... 1 ... 
lb&n ~. with 20.9 percent eamingl- than $300 and 67.4 pereen~ 
ba<ing annual incomce or less than $9()(). 

The Federal Government baa not developed a single program that 
rr.ocbes and Ol!Sista so many familice and individuals at so low a coat 
J>er person bc.nefited. The ~23, 1 00,000 that wna originally appro­
priated for tbaa program dunng the current fi8Cill YeM would have 

18cbed over 600,000 low-income families through Uae atudents that 
'II'Ould be employed. Over 90 pcroent ol the schoola in the country 
1 aoo coUcges and 27 000 high tclloola, are participating in the pro: 
~· Ea~ ~no of ih~. acboola and c~llcges will be vitally aJ!"ected 
by any decasaon to elimmate the National Youth Administration 
stuMnt-work program, and the effect on the mornle nnd ~hysical 
wtll·l>ciug of tho students and their families will be anytlung but 
lo•orable. 

DEPENBe TRAINrNO 

Placing these defell!6-traioiog activities under oome different agency 
(u the majoritY. of the committee recommends) would not increase 
the training fatalities of the country. Nor would it eliminate any sc­
callcd duplication bot ween tho traming programs or the several agen· 
cics engaged in training. The fact is thnt tbe National Youth Admin­
~trntion t.rnininsprogramand the trainingprogrnmsoperatcd under the 
Office ol Education supplement and strengthen each other, rather than 
owlap. The N a tiona! Youth Administration program reaches youth 
who have left tcllool and are between tho ages ol 17 and 24. The 
tnining thoy are given on National Youth Administration projects ia 

( 
of a preemployment production typo that gives them actual experience 
ia the use of tools and machinery and builds tho skills basic to 1(00<1 
.. orkmnnship. Tho vocational scl,ools aro ooneent~ating their efforts 
upon up-grading and refresher training1 

to enable (l<'rsona with previous 
.. ork experience to ac~uire additional and to polish up rusty skiUa. 
Sebools are also providmg clOl!Sroom instruction ol a preem,Pioymcnt 
tbaractcr to supplement the work experience the youth obtams on the 
National Youth Administration project. Thus the youth on the 
projects learn by doing " job aod by ~oiving related training in the 
tthOols. He baa the benefit of both prncticB.l work ox(l<'rience and 
ci~~SSroom instruction. This combinnlaon represents tho flexible and 
practical typo of training that industry needs. Tho function of cne.h 
type or lrnining, on-the-job training, and classroom insttuctaon, 11 

dtuly defined and there as no duplication ol effort. 
If the National Youth Administration traioios activities are placed 

undtr oome other agency the same type of acuvities would have to 
bo carried out or the w'bolo training program would au~er. Tho 
tthools, however, which arc already overbUrdened by tboar present 
load, would have to ossume tho addi ~ional administrative and su~r­
visory !unctions involved in the National Youth AdmioislraLioo pao· 
grtmt odditiooal functions that they nro not able to undertake. It 
... uta be detrimental to tbe beat intveets or tho oebool system to 
laddie them with tbit additional burden. 
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The p..-n~ ~pbieal ~tnbu&iOG ol t.be • ooaliooal d ool faeilit.i,. ol tbe counuy a1ao furru.bea r mOM f<W re.ioeWl.c Lbe ~ mend&tiolll of the majority of t.bia oommittee. Vooat<onal IChool. ~ aro oxpen!ive to eetabheb and maint.aiu, tllld in spite ol Federal aid Ia J tho pael vooetion.U eobool faeilitloa tend to be local.ed in t.be urt>aa and w~tbier eectione ol the country. Teo Stat.ee bSYe over 70 '*" cent of tho full-t.imo voeational..ebool lacilitlea in t.bia count..,. There exiot large eectione of t.be country# penieW....Iy in t.be South and tbo Midwest, where vocational eohool acillt.iea are relal.lvely oe&roe, and, what ia equally important, where t.bere are qe nwnbt.ro ol youth wbo oannot aft'ord to a ttend t.be ecboola t.ba~ are a.ailaW.. It ia in t.beae eectione, where few cont.aete for war material beve h.ell let., .that tbe n~ lor a program th~~ prov!dee t.b~ training and w~ avatlable on Nattonal Youth .Admtruatratton p.ro)ccte ts ae vit.al now aa it ever wu. 
The N a tiona! Youth Admi.nialcation baa established a higbiy developed training mechanism that .--che. into all IC()Uons ol llie country, rural as woll 88 urban. &fore iiAI reeent draatie reduet.ion Not.ional Youth Administration projects wot·o operatins in oU but 260 of the counties ol tho United States. Together wtlh the acbool facilities, the National Youlb Administration provide. a training 1,.._ tem that tapa tbe pooll of unUI6d lAbor eupply and makee them available for work in war indus trice. By giving tbeeo youth a chanoe to ocquiro preemployment training, and tben guiding t11em, through the State emplo,Ylll&ll~ offices, to areas where their servicee are needild by war indllltnes, disorg_anized mass migratioll8 ol workers are ,... dueed, thlll helping elimma~ the ebaotie problems of bed boUJina and ov~rowded conditions Lbat 6lready characteri•o too many def~nsa arc••· 

O'fHEll BENEFIT& OP TltE YOUTH PJlOOLUia 

The benefits of tl1o variou.. Government youth programs can be ~ monaured not only in benefits oocruing to tho youtb but also in t.angible pbyaical aecomplislunonte ol benefit to the Nation u a wbole. The Civilian Conservatton Corpe, for 6X&IIlple, bas planted 2)! billioo t.- the~ will be worth $260,000,000 in commercial Limber 25 yean from now il wo maintain fire protection. Soil~rosion control baa botJl effected for 25,000,000 acres o£ lnnd, with more than 6,000 000 d&ma to ebeok tho rush ol water and mud. T he valuo of National, St~~.l~~ local parka &nd fo ..... ta bas boon immeaaurably enhanced. ~ bridges, cabins, and dama involving sturdy difiieult construciiOO work have beeome notable additions to public vacation lands, and bnve provided first-claas experience in the basic clemente ol ~· pontry, stone masonry
1 concrete work, and many otlulr oeeupattODI 

10 e1111011tial now to oation61 defen.eo. 

WOR& lti!UltF .PUBLIC AlllaTA.NCE 

The committee recommend& a aubstantilll reduction in geoethtal public assiatenee in the form ol work relief. Unfortunately, •• ~ preaeot ~ levela of employment and production have ginn "'" erroneoua tmpression that Federal work rellef is now UJ!"eoeseary. The complete facta tell an entirely different story. Aecording to bell 
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.;Jabkl estimalel, unemployment in Oct.ober approximated 4 000 000 
;!no111 Only I out of 4 waa on the Work Projecta Admini'otration 

( 
~ ....... .;, and a L least twioe aa many were ellglble on tbe baaia of 
~standarda. »«-US& of toohnological advance and a st.eady vowth or tbe labor 
..,to~, the ouf!lber of ~employed '!Ow ia vastJy m ex .... or that in 
(OIII~ble pen~ or h!l!h pr<iduc~on. A.lthougb ~epending upon 
"bicll of several w1dely dill'erent estimat.ee arc used, 1t ap!l(:&nl likely 
thAt the present lovcl of unemployment is at lcut threo or four 
timt'S as great as 1920. 

An ominous fact.or in tho prcaont situation is lbo port<>oding 
prioritie! uncmplo~ont ari_aint: out of raw material abort.-gco. 
\'ariouJ careful atu(hes hAve mdu:a!M from ll! t.o 3 million workers 
.;t1 be displaced during the ti'&Diition from civilian t.o defenae produc­
tioo. Now that more reoent eventa havo indicated an aocelented 
dirersiou of raw matorials from civilian industries, it ap!l(:an these 
former est.imalcs aro understatements. 

Ex«J>t for unemployment companution, whioh will cuabioo only 
1 part ol tho imJ>~ct, because many workers aro el igible for little or 
no eompensation, thcro ia no Fodera] program which Cllo tllko caro 
oltbese Jl"C)plo until and if they receive defense employment, other 
than Work Projoota Administration. 

A! for the outlook for de.(""!"' employment, it cannot be emphasized 
too 11rongly that tbc aw&r~ of defense contract~ bas boon very 
IJlOIIY in geographic distribution. Aa stnt<>d previously, 12 Stat.ee 
hold about 71 po1·ccnt of all tho dolonao controots; 20 industrial areas 
•·ith only 26 percent of t.otlll Work Project& Administration employ. 
IIIMt hold 59 percent or the defcnso oontract.s. Tho present indica­
tiona are that ofjob openings in d1e next fO&r 93 pel'CCJJt will be con­
,..t.rated in 21 Sta~; 50 percent wiU be m 6 Stat ... 

The relative unemployability of manY persons it another !actor. 

( 
Advancing Age, particuJarlv, may be a sovcro handicap in reorientation 
and lcammg n new job. lt is highly aigni6cant that tho R\'CI'ft!lo age 
or IIIOS4J persons working for tho Work Projects Adminietrntion IS now 
about 43, as comparod with an av0t11ge ago of 37 a frw yean~ ago. 

That \.be State. and localities aro unable to carry thit load ia best 
•tt~ted b:v tho data on general "'lief which show that 1"4'cipients are 
lt<tiving iUggardly p&ymenta. Furthumore, Iota! public ... eJrare 
IMOUJUS aro being soriously affected in some ar.., by Fed•ral pur­
cbu.o of largo traeta of land or tho building of Fedcrf\1 production 
planiA! that arc not tllxnble by Stat.o and local goven•rncnt~, although 
greally increosad locnl costs nro incurred by tho influx ol do(on•• 
•:cli<crs. In abort, tho national emorgonry hac aggravatod a ••tua­
uon that was already eerious . 
. ~till anoth•r fact.or bearing on the oituation ia the incr~ cos~ ~f 
tivmg. Wbe ... as other fUOUps in d1e population can Ogbten thOU' 
btlu a notch wben eon fronted with rUing prius, inrreaoed' taxes, and 
the like, those living on Work Projectl Administration wag.s C&li!'Ot 
rffiuce their standard ol living without i.mpairinghe~l tb ond ph~su:al 
'!ell·b•ing. Hence, it u only prOJIOr t·l)nt Work.l'roJcctl ~d!"miBir&· 
lion ••ages must in eomo degree follow mereases w coat of hvmg (sucb 
adju!tmentll hnv6 already been mado) but with each increase of !h•t 
ll&ture, the ~WI fund must be inueaoed t.o take care of any g.ven 
bllnl~r or l"eCC.pienta. 
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Fin~tlly, it must not be overlooked that Work Projeela Administra. 
tion aet1vities to a large extent are directly tied in with natiooal 
delenae. More than ono-third !'I tho !Otal number on the rolla, about~ 
350,~ P!'raona1 • are engaged ~n nnoua defe010 projects: In eon. J 
neet10n With mihlary posts; atrpOrla; aewer and 'lratar syatenu lo 
mili\.e.ry eantolll!'en~; construction or ~~~e roads, sidewalk r and commum.eat1on hnes; and eve~ recl!'IDllng 01 land lor milila~ 
uaca. Wore 11. not lor ~~ ext~n11v.e a1rport and ainra;r work ol 
tho Work ProJects Adm~mstrat1on m put yea11, aviahon in Ill. United States would not have pfOIO"eaeed as it bu. 

&URPLUS M.ABit¥TlNO ADMD08TAA'J'IOH 

The majority or the committee baa recommended a cut ol $100 
000,000 in the lunda lor the various programs or the Surplus M61 ke~ ing Administration-or t. reduction or almost 45 percent in the toll! lunda available this year £rom euatoms receipla and dim:t appro­
priations ($98,000,000 and $125,0001000{ reepeetively), lor the food­stamp plan, cotton-et&np plan, ICboo -lunch program, and direet 
distribution or surplus cornmod1tice to needy people. The recom­
mundntion is mado on tho theory that Government lood pur·cbasea 
under tho lend-lease program obv1ato the need lor continuat1ou ol the domestic progrnma at present levtla. 

h ia true that lend-lease buying baa bolstered prices ol certain 
!ann productB (it can even bo a&~d that some pri- and some produo­
t.ion ht.vc been raiaod and distortfd too much lor tho ultimate good 
or tho J;lrodueer) but this in itself ia no justification lor scuttling the domcat1o program. 

Tho Surplus Marketing Adminiatration PfOIP."'UII ia predicated 011 
two basic considerationa: (I) To provide atablo and adtquate mar­
kets lor farm produce, and (2) to aufply nutritive, beAith-civinc 
looda, and cotton clothing, to m1lliona o undemouriAhed t.od uilder·...) 
clothed fellow citizens. Lend-lnaae buying help• to aecomptiab the "'J Iormor, but it does nothing to holp our own urban populations suffering 
!rom lack or food or clothing. Nor is lend-leaae bu{!:l based on the principle ol laking aurplusea off the mukot; it ia b primarily on 
foreign neecla and only eecondaril,r to the disposal or aurpl.-. 

In this respect, lend-lease buymg actually inlenlifiea tbo need for 
puler IU.IIIistance in the procurement of an adequata diet lor our low· 
mcomo groups, beeauae purchaaos which are not surplus purohal!el 
bavo the effect or increasing prieoa beyond the range or low-inccmo groups. 

In effect, therefore, lend-leue buying baa not aolved the markd 
p~~lema.wbich equivalent doUan of regular Surpl~ ~tatketilll[ A~· IIUJlllt.-.hon lunda would do. Numerous oommod1t.iea are at1ll ID 
need ol m.t.rket aupport. On tho other hand, new publio dio\"J problema have ariaen as a direct conaequenee or lond-lesae buymg. 

Malnutriti&n in Amu-ica.- Tho malnutrition prevalent in Amnnea11 
a ahocking and iMxouaable situation. Studu!OI ol the Bureau. ol 
Labor Statistics and or the Public Health Service ahow that alarnung 
dietary do&ienciee exist among a large proportion or relief elienll aDd low-in~me familiae. The Surplus Marketing Adminiatratioa pro­
gram w1th ita food consumption subaidiee bas made a notable ad~a'!oe 
towt.rd better natioonl nutrition and better national health. It 11 r.n· 
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~!~"lou• that a propam which ldmitteclly hu auob en inlimate re-

( 

:uooahiP with tb6 hiallh and production ellioienoy of the individual 
..,ner would be curtailed at a time when muimum production and 
~ is -tiel to tb6 Will' elfort. 

111 roel;uAI Ierma, thil il tb6 excell81t roeord of the Surplua Market.­
. AdJilinistralion ineofar u na~nal nutrition il ooneemod: 
"\.,,.1 plan.-The food .. tamp program now reaehea abou~ 4,000,000 

rtOD& of neo.rly 11,000,000 penona receiving public -ia~ce. h 
~now operating in 396 areaa which cover approximately 1,200 ooun­
li"'· The program now. eovcno noarly 60 _{)ereent of tho population 
bul in tormB of tho pbya•cal &rea of the Urutod State&, about 45 per· 
eoal. Of the 1,800 oount.tea not now under the program, ~ueata 
u•• been received from approxima~ly 1,000 counties. ExPenditurea 
.,. now made at the rate of about $9,500,000 per mont!. for blue 
stampt:-the etampa ,.·bich are given froe at the rate of one to two to 
ttrtifiod public auiatence pereona buyin~ orange ato.mpa. 

11 placed on a notional bftBia, it is ut•matcd that tho food-iitamp 
PI'OI!'am would now cost about $220,000,000 a yoar. The moat 
opllmi!Lie estimate& of tho reduction of the number of public aasist.­
onee people in cue of fuU employment are that we would alii) have 
about seven or eight million peroona receiving public OMis~ce. 
iDdllding the blind, the crippled, the aged, orpbana1 and other groups. 

S<Aoof luntllt• ond dirut pureho.t.- Financed alao out of preeenL 
Iunde is tile school lunch program. Approximately 4,600,000 school 
limchee are now being served daily, relying largely upon food pur­
cb.Mee made by tho SurpiUB Morkoting Adminis~ration. Tho tot.al 
nun1ber of sehool child ron in the country is twcnty..fl<lven million plua. 
More than 9,000/000 are eat.imated to havo un.met nutritional neoda, 
IIWlY of them o a very serious type. Tbia program ia now on tbe 
incrtas6 with tho goal for this winw let at 6,500,000 children. n 

( 
n!p....,.ts an expenditu"' of about $26,000,000. 

Pu.reb8>1es for tho di.rt ct distribution of surj)lua foods for the laat 
68<•1 year tcta)ed about $67,000,000. Tile rate of purchaao this 
ytllr is lower. But demand is incroaaing, particularly in (I) flood-
stricken farm aroaa of oaat Texas, Louisiana, Misaissippi, and Arkan· 
.. , (2) aroaa wbero the delenae program baa produced httle employ­
.,..1; (3) areas whero the defenae proS':&"! is &!ready reaulling, and is 
likt'ly to result further, in subatant•al disemploymenl, due to the 
utu':" ~f local industry, pricritico, otratcgic mau~al abortagee, •!-<>· 

U 18 Important to mamtain tl1e framework of thlll typO Of maehm• 
ery becnuao direct distribution is one of the simplest way~ to supply 
foodotuJTs for tl•o dcetitute, to quickly eliminate mnrkot gluts, llf!d to 
m~t serious post-war situations arising out of roducod nallonal 
inu>mo, inelUiied unemployment and lower farm pricoo. . . . 

Rdi<f,.Uit diltribv/iQn . ....:..Still another oetivity •• retitf-milk dllltri· 
llution. Reduced-milk-price programs now are carried on at an 
txptndituro rate of about $12 000,000 a year. This framework, both 
on ."'"Plus dispoaal and nutritional ~u.nds, needs to oo expanded. 
It ••.needed to carry off excese milk which may ':CS"It lrom.tbe P!'l· 
duohon.goal program and this outlot is needed m oonncat•on w1th 
Prioe support a&aul'flnecs given in connection with eh0<'8C, evaporaU~ 
lllilk, and dty llkim milk. On nutritional IP'?unda F\'(l""'l po ey 
PtObably should be prod to some 1111ured mmimum 1t111k allowance 
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in this coUIIll)' for evezy powinc child, nuninc or Jlftp&nL lbOiber et.e. , TM Swplu Morltt.tiflg Admi""'""""' crll4 1.N Jon-- ~ coordinato activity of_ the Surplua .M~eW>g AdmiDit...;.t.i~·;:- J to t~ former aud ~gncultural marketi.Dg. Aa pro'fiou.ty mention!: eo me of tho p.-ure of the probkm of aurplua COO>moditiet baa"* reUeved by lend-1- pureliaaeoo. Yet, tlte problem is not "')Uartl, mot becauae lend·ltlASO nooda do not neooeaarily coincide w1f.h Ollt aurplUSC8 nor uo they timed nor Jlexiblo enough to meet sudd• tbifLB in mo.rkot oupply. 

These new factol'll are il\joct.ed into tho picture• Tbe Oovemmtnt has made commitment& to the farmers to obtain OOI!tain productioo increasos. N-riJ.y, this involvoa peat ri8b to the farmer "-• increaaing or decnaeiog farm production ia not an cxact, but a ha .. rd­oua proc~M. U it not uulikel;y tbat production goals will bo ovorabot for individutol commoditiet1 in mdividual areM at cutain tim.. Tb.,. are many eommoditioa where production in quantiLBti•~ l<!rms caMot be forecut because of tho weather and other factoro. For inetanoo, it is poMible to incrciU!e many voget.e.blc crope by no much aa 30 or 40 p~reent. Also, it ie deairablo to meet WI USual market situ ... tiona suclt ae are constantly arising. 
The Government baa a moral commitment to support pricct of tho commodities whiclt it h1111 encouraged farmera to produu in greater quantity. The program of the Surplus Marketing AdmUU. !.ration iu flexible {l'llmework foraupport in any contingency. Havq machinery and funds availablo whiclt ean promptJy move price dopreasing aurplu&ce is of extrome import.e.nce bocauso of the 16110 number and variety of product.a produced on Americao farmo. The impacL of demand and price is not equal for all. 

CONCL0810N ..l 
To me, the concluaion it inescapable ~bat almoet the full impact ot''J tho recommondaliono of the majority of tha oommittoo would, if enacted, fall a.lmoet entirely on the vezy lowest income I'OUJl8 amocc our population. This action would be unwise in time of peece; co•· fronted with total war wbiclt may be of long duration, 1 mgord ita& I ~rave orror in poliey. 
High morale-in fact, the vuy - o.f dynamic democracy- is dependent upon a whole nation enjoying at least a minimum of the nece8&8ri08 and comfort& of life. All tho eooiallegialation of the put decades, all of tho tren<b toward greater publio assiotance for r.he underprivileged have had the wholesome effect of tondioc to make democreoy • n.aliLy in Americe. To the extent that tho prognmt have boon suooetlsful they have given bope to millions that 10me doy equality of opportunity may be achieved. . To erip~le or doatroy the ell'orta which have thua far been mad~ ID this direction will have nn adverae ofTuct upon morale at tho v~ tnne when wo ebould be redoubling our etforta to build it up. To aocepL tho report of the majority of the committee will ahake the ooofiden<ebl of millio111 of psopl6 that the aacrilicea of war are to bo equ•ta 1 apportioned among all aectiona of the population. . The rocommendationa to economize at the exJl:009" of low·•!'C0!'18 

famil•ee and the unemployed are in the face of w1doapread oonttnu•ng 
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t ( 
nted in largo eootlona of our Nation. It is a well rocognized faoL that 
,...,..industry orders have lor tho moat part boon concentrated in a tow 
.,...._ Nor do higher farm priOOI\ answer tho problema or many of the 
people io. these Statoa. The faot,. that m many Statet, Mpecially the 
StattS of the South many farmers' crops havo heM ao meager that 

\ 

!heY are in a more doa~rate aituation than has been true for ihe put 

eenral yean. . . • 
Curtailroont of none&scnual mduttnea bas had tho clloct of putting 

mlllJ' of ~ur pooplo out ~f work. T ho ':"•r boo'!' ha& created a aort 
of proepcnty an aomo aoetaons of tho Nataon, but at baa cauaod aorioua 
end rumous dialocat.iona in others. In towns and cities where thoro 
be<o been no war-induttry controls, skilled workers have picked up 
their belongings and moved to ~ntera having war oontraete. A. a 
lfiWI, now ghost towns are appearing over night all over America. 

In effect, tho eommitt<10 is recommending to tako from tho many 
wbo have not bonolltod from tho wor-industr:r, eiTort tho small aida 
wbiob up to now have been provided. This wall pilo injury on top of 
injury. First wo locnto war eontraote in a fow Ststea to tho exclusion 
of Oao thouSJliida of amall firms and small communities. This drains 
oa the key workers of the excluded areas and lcavea them in weakened 
condition. We are asked to take from them such Government aids 
tbel remain. U they had need of Government aida before tbeee new 
dislocations OCCUlTed, they have greater need of them now. 

No one can disagree with tho general objective of reducing wute 
end sll nonllO!Bfllllial expendituros or Oovemmcnt. Tho crux of tlae 
matlcr is uWhfLt. is nonessential?" and "Wh.c:ro is tho wa.sto?" My 
own ,.;ew is that t.ho various aooial l.'rograms which the majority of 
tbe committ<>e would eliminate are vtlal to the suce8Siul ronduct of 
CDI&I war. Tho ~ntlre civil arm of tho Government will spend in thia 
fiscal year $6,600 000,000. Dcfenao and war ,..iJI 0011 at least 

( 
121,000,000,000. it i8 my contention that the majority report 
attempts to savo at tho spigot by drastic curtailment of ....,nti•l aid 
to tho underprivilogod while tho wnato occurs nl tho bwtglaolo of 
war and defense. 

Rou~RT M. L.< FOLLETT&, Jr. 

0 
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Deo .. ber 24, 1~ 

~ dear Wr. Preaident1 

George Ha&a hat juat banded me 
a YeP'f 1ntereating ob&rt showing 
that there has been a t otal ot 
+5, 260,000,000 ot coa.it.ente tor 
1nduatrial taoilitl•• tor det ensl 
production. Of thh UIOliDt, 
~145,000,000 wu put up 'bf the Br1t-
1ah Gonrllllln t. 

I thought tbi1 chart aight proTe 
to be ueetul to ;you at t hh particular 
time. 

Sinoerel;y ;yours, 

\~/ ~ ~,..,.Jt..-. .9.. 

The Pruidtnt, 

The Whitt Bouse. 

~02 

' 
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December 24 , 1941 
}:17 D . r.l . 

Gp r~ to r: lk. !lack . 

Cllft~n 

,:ACK : 

·: .. Jr: 

. . 

~~Jr: 

' . 

~· : 

t: .J!" : 

!! .Jr: 

.. 

l!aclc 

Yee , s ir. 

Ha ve t he;; g t ven you anythi ng more - any nP« wo rk -
'":'bo~y7 

~l:> , elr. Following the t t>lk we had at :~ou.~ home , 
I have been busy llnlng u~ the ~rogr3m o f the 
things that we can do •.... 

Yes. 

•. .. . to a teo un the work the t l<e ha ve been doing 
elnce July flrs t or thl s :~ear .•.•. 

Ye s • 

. . . . . a nd that's ln con junction >~1 th i~A cKeochle ' s 
or ganization , because h~ has men with s~eciallzed 
training t hat he cAn let ue heve on data i l .... . 

Yet . 

. . . . . eo the t I e:.<:>ec~ to 'lavo a llr ogram t o l R:-' 
before you i n a'bout one vep:c . 

GooC: . 

I ql so tel~ed with Oscnr Cox this mor ni nb , followl r.g 
the Stettlnlus meet i ng. 

Oh , yes. 

Ana he talk ~d about certain com:nod1t1ee t hf t \:ar 
1~ buying , end aPk ed it we could hel~ on that . 

Yes . 

And I told hl m tr~ t we , of oourF e , would be glad 
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HMJr: 

M: 

HHJr: 

HHJr: 

Y.: 

HHJr: 

l~: 

HHJr: 

M: 

f!HJr : 

M: 

ID~Jr: 

M: 

!IJ.!Jr: 

M: 

HMJr: 

M: 

Hl~Jr: 

M: 

- 2 -

to help in an7 way that ve could. 

Yeah. Well, Oscar spoke to me about that. 

Oh, I aee. 

Did he mention anything part1oulnr? 

Well, he mentioned tires and tubes .• ••• 

I see. 

•.••• and chemicals and machine tool s •.••• 

Yea. 

•.••• and motor trucks. 

I eee. 

305 

Nov, motor trucks have gone t o the Mo t or Transport 
ot the War Department. 

Yea. 

And the tires have tolloved because they bought 
t he trucks there. 

Yea. 

But I poi nted out to him that we buy all the tires 
and tubes tor the entire Government eervloe in 
Waeh1nston and the tield. 

Yn . 

Thereretore, it's an inooneietenoy. 

Yea. 

So, he said he woul d go into it, end that he 
wan ted t o know about other commodities as well. 

Ieee. He'e interesting h1mselt in it. 

I ndeed he is. He is. And on this MaoKeaohie 
program, the commodities that we pl anned to get 
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HHJr: 

l! : 

RI!Jr : 
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- ' -
into right away are the onaa that ara tight tro• 
a aupply angle. - t o a~oid oompetition between the 
agenoiee, and t o a~oid calling on induatry tor 
quanti\itl that are beyond thoae that are required. 

Yeah. 

So we 're going into hea•y lll.llohinery tiret, ottioe 
equipment, chemicals, and - oh, certain other oom-
moditiea are tight - certain itema ot electrical 
equipment, euoh aa mot ors and generators. 

Oka1. There's one thing I wa nted t o aek you. I 
don t know what 1t 1a, but- well, it I think ot 
it, I'll call you back. 

H: Yea. All right, air. And a pleasant holiday to 
you, Mr. Secretary. 

Jw.Jr: 

!-! : 

'!'hank you. Same to you. 

Good-bye; yea, air. 
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•'1 J.o.;r Ur , Cochr'IUII 

n ut t o t h r.nlc you for t!.t- eonrl11;r o! 1ow- a l t er 
u. cc:o . ..l.or <..~ in .:t. i c:l.. ) 'OU n prua ~Oiol' <l iaappobt.oont 
t..c. t t .. o . r ou 4.- l tlo~r• [.Ot O? ;>cl¥0 at.ata t a atlcn o! 
.• ~: .... o ~o o;t l vll:o= • _o .. evor, l r.1a .!oelalnu srae ra. Clhcd 
•.• 1, ... t or ,n•olon. ad an 1 aori<• ' ' eon~1.:arall~n "· the 

, . , ' • l .Ml er . ver-~ut..l i ~ ~ r.n u t cr co!lfa.-
(,. , ,( ; , ... t ..r &:1' • a\. •:•..rt -10-:te w.ll .. , ~he 

1rt l\ .. ~ • •• ~ . ad c t . 

... . o J.n!or- .. !. i :. "J i C'' r . ol o ~\ &o i"~: u . ..c,.. u ... 
~ 1 ,,.., .o .. L . r.c:C'..r .. !.el;, :-~ •r • c.:r.:: l ' t-•a~lol'J 1 t -.oal­

llcr. . .t> t\:Ver , t:.o .:-c r:::al r9:..,rl .r ~,. • " .r•oc.~••rr" l.aa 
• N) tro. on l no . lll ca.n w t be lr.na:aHl" '· t o .l:.a i rnAn 
ou._ht,,a unln o Me until l t b l~"''"o'" f r :>:: l ~r1 •l n et or 

-.l ~ •• u •. ;~d.;o ~ wl1a t or l !1e ro:~<>r-t la c:o:ta l ' to •. l <~ ltl, t..e 

• 

. ro. •. \ dt •l l ' 0 .' l"C11 ... 1'4~. .i!l I CCOl•t._a.n.c e ,J ;. tL -' ....1* • .. t; .. n .l ~4'i.C.-
l co on tuo .. e -uttol'o , t .• o r o{Xlr t <~U t r 11nuittt <! t o tl:e \ 
... w-... ~~ o:: -o(' t..":.ber 1·~ e.:.f. 1 .. .: .. At"" l!O J . u\ • --' t. ~!.c 
r e~rt ia eonalah ::l o~ ttJ, t !.o ' realde::t 1 1o , r 111 r r.o.:l, H 
.. L l ~o t r L . ....aitt o.! (N::l]ll</ l o l - ·J ...o ""'l~tou ~ll · liS ~ 
'I.:. ••.:1 -'1tl .- • . ol~.' :ill f ur"lh ,., .., 11 fit!. • c~;:y • 

./ o~-:1 v~ :~: :, t !-..t :lO~a ~e l i. n . o -'..._="• ·\: ~ .~ . :- _ !.la• 
~1.{ a~vhaulo l c ch .r uu y t .o C<'lr.!uio:~ ... .1~ '"~ 'lli l.O 

o:r.Gt b t .. e .:tb r ~ c! r~a l)onsU.l c. • • • ic1 •14 • !....11 ..r ..:... 
... ,1 c;> u-~'10nh . .r. t~•· li~ .t ct o:..r w..AI, t.lt. , ~.oanl' , 
~ oo-.r: . ~- U.. t sue::... "'~~r . .,;_, .1( .a. ...... ~·r~iJ~ .... UJl 
e ' " ·· t Cl.Lt t ) c:oncai!a U.e t u.L!. n it.Y ¥l L.de palltit n l !lD<l 

eo;l • j!lu. .. - tlx.d- tu cont l'aclol's . -oi!;. .t'u-tl..u : 1 i ._hl 
•llo• t :.1o' a:; all ._..r«t. e .- 1 c....... . . t 1r . ~ r .. a,.. tw 

<:'..iC . \., ~J: "CC t tlu•l it ,;l.i, ) 0 t.! 0 ,1·.ol11 ••11\1 1 l\~ lo;!t_;; l~~ 
i r, <O l L .In .t o c.l l 1 .• ur.H; . •'\ 0\ , ,,_,~t . . rc!.t o .. . 

ill n •n ~hiD <.mul d , l.- \ Olin !,~ , bo .. o!l 11lt..~t. t4le 
~ •~..o.. . c. ~~ ,.:u ;u:.~tc 1-t~llt, . <~. t ::"r l , • t !. lu.i ~nr)' 
.. t a te hu t Le r i ·ht lo cr.t>OIIO itn o .m ·~ah.l )[ t uC\lioll 
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tn4 that , u 1~ u a State &Ma DOl dherlalll&te " al.ut 
the Unite4 vt~t••t t~ fe4artl Go91rDa~nt aboul4 k.ep l ta 
lunda ott . The 1 a.t e c d u t lona.l. coni'Uiah .. t • aaht 
And no!Ullaerlalllato17 t axation o! &l!,.{!:!:h ~reou, ewa 
when t h.a,)" dAtal vlth tv"' • hl dav h IDd l(;eael•• 
la but the norul 111A114tnt ot OW' dul qatg ot ut1oul 
And ahte £0YI~h, euh opeNtlll,; w1th1A tba , .. tlf'l'l• 
tol',)" t.Dd u.pon ~ 1&:11 per iOIIolo 

l tull.J re&llu that thia 1t an 1 .. 1.11 on llb.loh ra...­
abl o u n tall IU!lerJ and I 4NplJ' appreeuh 'fOV •ll: l.llr 
llUI to HateD to OIU' ftl't lon o! u.. ur..e 1nwlw4. 

Val',)' alncerelJ, 

ton. John J . Coobl'an 

llou.ae o! Repreaeotat iTtl 

... 41L Ill a '"'• Jr. 

!Atnt&r7 o! the t raUUl'Jo 

Regraded Unclassified
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CONGRESS OF TilE UNITED STATES 
House of Representatives 

Washington, D. c. 

J. Cochran 
Dist. Missouri 

Honorable Henry Morgenthau, Jr ., 

Secretary of the Treasury. 

My dear Mr. Secr etary: 

Dec~ber 22, 1941 

Some time ago I introduced a bill which would provide 
exemption from State sales and use taxes of expenditures for 
National Defense purposes. This is necessary by reason of the 
decision of the U.S. Supreme Court in the Alabama case. 

I am greatly disappointed at the attitude of the 
Treasury Department on this question, Following the intro­
duction of this bill I was advised the Judge Advocate Generals 
of the Ar~ and Navy would like to offer suggestions relative 
to the wording of the measure, I so advised your Department 
and I understand the officials mentioned were contacted, No 
action being taken by the Department on the request of the 
\'lays and Ileana Committee of the House for a report on ~ bill 
I contacted Mr. Foley. I was frankly informed by Mr. Foley 
the Department was in accord with the decision of the Court 
and was not in sympathy 'IIi t h the position taken by the Attorney 
General. I learned in ~ talk 'IIi th J.!r, Foley the action was 
based u~on the attitude of the Treasury on the question of 
taxing 1nterest on State securities by the Government. I am 
in accord with t his view and will vote for such legislation 
but as you know since the days of Secretary Glass this recom­
mendation has been made by the Treasury but Congress has never 
reacted favorably and 1 might add I doubt if it ever will 
unless the day arrives when it 'llill be necessary in order to 
save 1he financial struct\.U'e of the Government. JAr, Foley 
~ook the position the Treasury could not urge the taxing. of 
1nterest on state securities and then ask for the exemptlon of 
Government expenditures from sales and use taxes , 

As you are aware I have seldom if ever been in dis­
agreement with the Treasur7 Department but in t his instance I 
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1111 and I rropose at en earl7 date to force the iuue. I han 
no pride n authorship, aimpl7 introducing the bill to get 
the ma.tter started. Let Kr. Doughton or an7one eln introduce 

the proper bill. 

Regarctieas of the Treasur7' s position I ask that Kr. 
Foley confer with Chairman Dou.P;b.ton of the Wa;ya and l!eane Coll­
aittee, it be does not desire to go on record, eubmit a bill 
which will reach the objective and let Congress take the 
responsibilit7 of either passing or defeating the measure. 
Dozens of Members have approached me and urged immediatel7 con­
eideration. Their states are interested, some fearing it the 
expendi turea are not exempted some of their industries will 
move to states where there are no such ta.xu. 

I do not ask fOU to go on record in this matter but 
I will appreciate hearing from you b7 telephone or !roa one of 

your isaiatanta aa to what the Treaaur7 proposes to do. 

If you do not look kindly towards this suggestion then 
I would sq let the matter be handled b7 the Bureau of the 
Budget, but in all kindness let me aay I • going to inaiet 
upon action and it will be extremely embarrassing to me if I 
1111 compelled to criticize some Government officials in con­

nection with this lll&tter. 

With assurance of my high esteem, I am 

Sincerely yours, 

/a/ John J. Cochran 

Regraded Unclassified



Deccber 24, 1~1 

Dear Ad111i ra 1 Kint 1 

I am more t han plea.aed at the 
additional reaponaibility and hi gh honor 
•t.lch the Proaldent ot the United. Statu 
hu ginn to you , and I nnt t o wbh 10u 
all possibl e Chriat~a joya and a Yictorioua 
llew rear . 

laura aineerel; , 

Admlrtl Erne1t J. ~ing, 
Co~1Snd•r-1n-Chiet, United Statea Fleet, 
I\Ooa S056, Nu y Departlllent, 
~ublnr.ton , U. C. 
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Dnr Coat Cou4ouon: 

I baYo Jut linN fl'• tho Depart­

Milt of .Tutl .. that 70111' 4ncbtor hae bMa 

gnnted pel'll1u1n to uoept -.plo,..at 1a 

the lin York Botuloal Guclou. 

llo 4out 7oa h&To had woN of t bb 

al 1'1&47, 'but I Jut wutocl to toll TOU of 

IllY ploa.uro at tha s;ood uwa. 

Sl1111oroq, 

111•••l a. lort•U.•• lo, 

Couat Rlob&N 1. CoiJUallcrro-r:alor&l, 
2501 PaUn4o AY-, 
!n York, 1 .. York. 

FK/hkb 

12/24/41 
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~~ af :lusiiu 
~~ llllil ~ldllrali.lldi= 5lafrict 

~ultinshm 
Decoabor lS, 1941 

Honorable Honey j, Morr.entho.u, J r, 
Secretary of the ~rea~ 
V•ohlngton, D. C. 

My doar Mr. Socroteryl 

Thla vlll rotor to your letter ot December \6, 
1941, addreaae4 t o t ho Honorable Froncoo Porlclne, 
Secreta17 of Labor , and vh1ch concern• the alle.n. 
Mloo lr1ka Cou4enho• e-Xalorgl. Tour letter hao boon 
ref erred to th1a Se"1ce ! or &JJPro'Oriate cone1deret 1on. 

You are advlocd that Mioa Ooudenhcve-Xalorgl 
bat been grented ~erm1aa1on to acce~t employment at 
t ho licit York Botanical Gardeno, 
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De ........ . 

IIJ a ... u • .- •.--.t~a~.aueu • r­.,,.a.-..1 .. •a.u-.. et Pwelp AttaiN. 

I feel -.,., ._, ,_ .... la.._i 
~ ..... I -.. ..... .._,__.UUlM ... 
4e'leU• ie fNet•• I • _.. ... , alae 

314 

-' all .... - liPU.. ltltal a.. w1U .... ~ 
prot'H tl'Oa Tour •-1 ...t 1M~p. 

IIJ beet wle- tp a 11•"'1 Cub-.. ... 
a Yleiorl .. e ... Y .... 

1tuuel7 ,_,, 

(Jielet) ....... tau. li1 

•• t', '· ...... 
ala1aier or Pwelp Attatre, • .,.1 .. et Ohlaa, 
CPt'MM ----~. ···t••• ...... o. 
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Deee:ober 24, 1941 

l&El!CilA.'IDW FCfl THE SECr<E'!'ARY' 5 FILES -- -
C<mferellce iD llr. 'llb1te•a O!l1.ce 

DecNII:>er 24, 1941 
2100 P. 11. 

Present , Mr. 'llh1te 
Dr. 1.1., Chinese Embassy ' 
Mr. B. Bemat.ein 
Ur. •DlmeM 

Dr . 1.1., of the Chinese tmbaaoy, brought 1.nformat1on about 
Chinese currency which T. V. Soong wants dsstroyscl. 

Dr. Soons baa s t ated that be wants the curreno:y cloatro:yed 
now, because there will be IDOl'& Ulportent steps to take iD 

UanUle it tbe situation becCIIles 1110re critical - and be wants 
to preclude lm1' possib1l1t7 of tbe curreney•s fallini into 
the hands of the 8neJIIY. 

The currency (about 200 lllillion :yuan) is 1D a bonded 
warohoUM in llan1lla. It was enroute to China, cono1gnecl to 
the American Banknote Cooopaey, Hong Kong. 

llr. BorneteiD ea1d be would prepare the necessar,- cable 
to tbe 111sh ec-Lssioner of the Phi.l1pp1nea, to be 11nt upon 
tlvl writt en joi nt requeet ot T. v. Soong and the Chinese 

Alnbaaaodor. 
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Dec-.ber 24, 1941. 

llE\lORANOOll 

To: Secretary Vorgentbau 
From: llr. Caeton 

Re!trrinc to your - orandllll ot Deonbtr 23 
about Robert P. Vanderpoel ot the Chicano Amer ican, 
I baTt followed hie work tor liTeral yeara. a. baa 
been conaiatentl7 friendly and hae had a better 
underatandinc ot Treaeury and administration t iacal 
policiea than any other f inancial writer. He baa 
certainly done ua a great deal of good in the mid­
west. 

He could be quite uaetul Ln the Treaaury 
but I doubt that we could pick a apot tor hia 
where he would be aa uaetul t o ua aa he i a in hia 
preunt poet. l think gtneralll it h a llietab 
that thia adainiatration baa often made to take 
able and friendly wri tera away from the employment 
in whi ch they are doing eftectiTe work t o CiTe them 
goTernaent joba. 

The aituation would ot oourae be different 
i t Vanderpoel ahould decide to leave the Chicego 
American. In that caae we ahould pick him up. 

li£C:b 
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Pl\0141 THE S ICRB'I' ARY 

T01 MR. OI.STOII 
1111. IUllll 
lit. SCII'GW 
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Detaber 18, 1~1 

I wonclu 1t thue 1111' t a place 1n the TI'.,UI'J 
tor Robert 1'. V&D4erpoel, 'llho b 0111 ot the tn t1rwlc:W 
wr1 ten llbo tor 1Ml'l haa ben one ot our tr1en4q Gl'1t1oa. 

I!• alcht be hdptul to C•ora• J.;uftlneton. In 
1117 oaa1, 1t ~~- too b&4 1110t to .. ICe uae ot a man ot 
Vanderpoel'• attalDa~nta. 

Plea11 let • haTe an anaRr on t bh not l ater 
than Frlda7. 

. • 
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SECURITIES AND EXCHANGE COMMISSION 

WASHINGTON 

Tho Honorable 
Henry l.!orgenthau, Jr . 
Secretary of the Treasury 
','.'ashington, D. C. 

Dear J.:r . t.:orgenthau : 

318 

This will acknowledge receipt of your 
/ 

letter of December 17, 1941, enclosing an anony-

mous letter recard1ng t he sale of Transamerica 

stock by Walston & Company, I appreciate your 

courtesy in this matter, 

(/Jineerely, 

(1~. 
Edward c. Eicher 
Chairman 

-• 
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'l!Cnii.b .S,fcaf.• ~ 
WMHINOToH, D. C. 

December 24, 1941 

Honorebl e Henry Worgentbau, 1r., 
Secretary of the Treasury, 
l'eeh1ngt011, D. C. 

ky dear &:r . &.:orgeat.hau: 

1 greatly appreciated your kindneea leat nigtt . 
Thank you again tor it. 

Curiously enough, 1 found a latter !rom tbe Ca­
nadian Bank of Commerce on ~ dook tbia corning 
entir ely covering the transaction ubout which 1 
apoke to you. 

I am satisf ied with the way tbe matter Ia be1Dg 
handled , and I will not avail myoolt or your 
great generosity at t bla time . 

\01 tb holiday gr eet ings to llrs . llorgentbau and 
yourself, ~ wb1cb ~s. Auat1D Joins me, I am , 
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TREASURY D EPARTMENT 320 

INTER OFI"'CE COMMUNICATION 

OAT• December 2~. 19~1 

TO Mr. Gro.ves 

•..o" llr • liMo 

Subject: Estimated oucber of un ito of Sorioo K o&Y1nro bODdo required 
to prO<Iuce: (a) $750 million per c:ooth, 

(b) $450 cil lion per ~nth. 

In accordance with your requea t, we bnve eat.11R.Dtod the number of 
,;n!lo of Serle• ! OAviftlll boodo which vould be ro~uired to produce 
(3) $750 c1111oo per wcoth, eod (b) $450 million per Qonth. 

If the volw:e of Serho X bood sale• ohould be lncreao ed to $750 
~llllon montblT, it It apparent that a substantial oortlon of ouch 
oaloo vould baYe to be 1o the ocnller donoeioatlooo. CD tbe baolo o f 
tho pro•ont dlatri butlon of indlviduel lneo~e• In tho Obited Steteo, 
by ol t t claa•ea, tho nucber of Individuals who could purchaoe regulArl7, 
over ony extended period of time, a $500 or a $1,000 bond each conth, 
h very definitel y limited. Tba ael:edulo below h probabl7 opti>•IIUc 
In that t he number of unlta In tba larger donomln.Uona my be ovel'1ltnt ed : 

!lwober of l asue price 
Percent ot 

Denonlnatlon unite to tel 
(in tl:ouoan4t) 

(In cUllono) dollar \-oluce 

$ 25 2~.400 $457·5 6l.cy 

50 1,800 67·5 9 .0 
100 1,500 112. 5 15.0 

500 120 45 .0 6 .0 
1,000 __.2Q ..iL:i --.1:.£ 
'l'ota1 27.910 $750.0 100 .~ 

¥itb cootbly oa loo of s4;o clll!on, t ho nucbor of unite 1n tho 
lartor donom1nat1ono would probablT bo about tba ••"" ao under a S750 
c:llUon per JOODtb 'r01u.... Tba ochedulo below 1o baaed on tbe aw::e 
nucber of $50, $100, J500 Nld $1,000 units ao vao aooll""d 1n tba 
eoti•Ateo givan above for monthly oalea of $750 million. 

• 

Regraded Unclassified



• 25 
50 

100 
500 

1,000 

-2-

liliilar of 
Wlib 1 lnue pr1oe 

( 1o a1ll1oDe) (1o thouaude) 1 

B,4oo ·1~7·5 1,800 7·5 
1, 500 112.5 

120 45.0 
90 .!hl --

11, 910 tli50.0 

Per'*'t ot 
tote1 

4o1lar ... 1.,.. 

35· CJ:' 
15.0 
25.0 
10.0 
15.0 

100.CJ:' 
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~~ 
~ ...... ~ ~ ..,~,J. 11:::. 

~~ n...t~- a...."- 1'4~c....(_ 

...A- -t;- .,.-. 1- ... v-

•• 
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U, S. SlTIIOS BOlDS, UIUIS :1, !In J. 

Report ot llec•ber 24, 1941 

lliQ!!ISI 'l'I OI ACCOOI'f Or llL I SSOIIG AGbCIIS 

$25 $50 $100 $500 $1, 000 
!otal 
Plecee 

Duo on roquhitlona c1o .. ot 
bu•ln••• Deceaber 2J . • ••• • • •• •••• • 749, 000 671,000 667, 000 142,000 111,000 2, 340,000 

Roqul a1 Uona reeehe4 Dee• ber 24 •• , 99. 520 49,883 58,566 17,202 10,233 235.1104 

Total .•..... • • ••..•.. • ••• ••• •• • 848, 520 720,883 725.566 159 ,202 121 , 233 2, 575.404 

Shlpca•t• Dec•b•r 24 . •• . .•. . . . . . . • . 229, 520 78,883 27,566 202 21,233 357, 404 

Due on requ111U ona e1ou ot 
bueineee December 24 • . . • ••.•.•• ••• 619,000 642,000 698,000 159 ,000 100,000 2,2111 ,000 

STOOl: ACCOUI'l' or LOUS .lliD CtiBRDCT 1'40L'1' 

Oo baD4 elou ot bualun 
Dtce=ber 2) • • ••.....•.•. • ..•.•...• 13, 445 3.562 4, 571 7,416 55. 96o 84,954 

Recti Ted troa Bureau Dec• ber 24 .... 220, 000 so,ooo 2~ ,000 . . . . . ...... J2~ ,ooo 

Total • .•.. • ..•.•..•.•• •• ....•.. 233.445 83. 562 29. 571 7,416 55.96o 409.954 

~pmente Dec .. ber 24 • • • • • •• . ••• .... 229 , 520 78, 8113 27,566 202 21, 233 357, 404 

On hand c1oee ot bualDeu 7,214 34, 727 52 ,550 
Dee•ber 2~ ... . . , .... . .. . . •. •. ... . 3, 925 4, 679 2, 005 

D.ceaber 25······ ·· ··• 225,000 so,ooo 35,000 • • • 0 • • • 0 ••• 340,000 

Dee .. ber 26 •. ••...• . • • 15(>,000 50,000 40,000 • • •• 0 • 240,000 

Dec .. ber 27· ··· ··· ·· ·· 215,000 ...... 50.000 10,000 10 ,000 285,000 
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v. 1. IATIHI .JCIIDI. ana •· nn " 

....,, l1f Dt )•r !5. 1P1 

. -

.100 

oa roq'&laUloaa olOM fill 
bual .. aa Dooaa..r 2-••• .••• •• ••• 619,000 6112,000 691,000 

rooal-..4 Dooallbor 25· •• •• 2.000 ... , ... t t t I I! I 

, .•• 1 •••..•• • •• • • •••• ••• • •• • ••••• • 621,000 6112,000 691,000 

Dece_.•r 25··· ·· ··•••••• ·· ·· 212·000 1~.000 ''·000 
oa roq'&lalUou olooo of 

)Qat .. •• De~r 25 •..••• •.• ••....• ltO?sOOO tif.OOO ffl.OOO 

IIOCE .ACOOUft (11 LQAII AI:D ()UHSIWO! !61!Lt 

11aat oloao of -luu 
DeoeMer za.. ....... . . .. .. ... .......... 

troa ~ Do..._r 25· .... . 

!o'-1 .. ....... t ••••••• •• • •••• • • • •• 

Deoe-.r 25 •.• . •• . • • , . , , , •• , 

C. IIMl oloao of bulaooa 
De.-.r 25 •••••• ,, •• , •• • • ••• , •• •••• 

n. ... -.r 26 •. .. •. .. .. 
De~r 21·· ···•·· ·· 
Deo.8ber 21 ••• • • • ••.• 

),925 

225·000 
221,925 

212.000 

1.6,925 

110,000 
2110,000 
170,000 

~.679 

10.000 

.~.679 

74.00Q 

10,67' 

,o,ooo ...... 
10,000 

2,005 

'5·000 

37.005 

''·000 
~.005 

~.ooo 
50,000 
,.,,ooo 

t5oo 

159,000 

200 

159, 200 

200 

m.ooo 

7,21~ 

t, , t 

7,2),~ 

290 

7,01~ 

. . . . . 

t1,000 

100,000 

200 
100,200 

,.200 

rMoo 

3~. 727 

! ,,,, 0 

,~. 727 

5·200 

29.527 

.. .... 
10,000 
10,000 

leW 

2,211,000 

2.1100 

2,220,\00 

J2lt.lt00 

l:!f.OOO 

52.550 

W?.ooo 

392.550 

12~.1!o0 

6c,150 

270,000 
310,000 
325.000 
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Lt.r~ot IIOOQthly oale prlo.r to Deoember 

AY.rar;e •onth1y oale tor three months -
Septnol>er througl> llonmber 

! otto-ted JOYoaber aa1eo 

SIJWL!ARY OF SALES OP DEPEIIS!l SAV11105 BONDS 

SERIES & 

t 26 t 60 t 100 

726,000 270,000 .00,000 

672 ,000 258 ,000 363,000 

725,000 260,000 :560, 000 

I 

• 

t 600 t l , OOO Total 

85,000 96,000 1, 676,000 

60, 000 68, 000 1,411, 000 

60, 000 55,000 1, 460,000 
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BSTDIAT.IED S'I"'CK OP' PBFIDCSB &AVl:"O.S !!OH1)8 OP' SDOD B DC 'HAXOa 01"' 

"" 
POST O:PPICES AHD PBDERA.L RES:BRV'E BAJI1tS FOR DBCDIDER SAJ..&S 

. 26 . 60 1100 t 600 tl,OOO total 

Rl tlated Wlil .. ed otook 1n bmldo ot 
Po1t Ottioll Oil Deo-ber 1 , 1941 769,292 fo80,M6 477, 676 213,871 196,042 2,118,627 

atook o.hi,_..t. to Poet Ott1oe 
~t Doaoab« 1 throQ&!> 21 891, 500 1111, 000 196, 000 30, 000 361000 l,l.U, IOO 

total otook Oil b8Dd 1n Polt Ott1oe1 

t or Dee.aber 1&111 1,468 , 792 821 , 8fo8 612 , 878 2&3, 871 230, 042 I , U 1,02T 

R1ttated lllllioo>Md otou 1n b&Ddo ot 

Peder&1 lleiiM'I B&Dk1 """' their 
lol llin& aceo>to OD Dec•ber 1 , 19&1 917, 261 668 ,780 425,047 15l,t22 125, &08 2,176,toe 

Stoek obi,...t l to Peder&l lle1ern 
llulko Deo.aber 1 throuch 23 1 , 194, 007 852, 910 85S, 780 200, 595 264,6« a1u61e1e 

Total otook on b8Dd in Podoral 
... - llulko ..,.., 1aou1n, asont• 
t\..... Deoebor o&leo 2 , 101, 268 1, 208 , 690 1, 278, 807 362 , 117 389, 994 61an,eze 

'lottated 'llllll .. ed 1took 1n bmld1 ot 
1n ,.1n& a&llltl on Deooaber 1, 1941 1,686,943 1 , 017, 826 902, 721 386, 093 120,t60 &,292,418 

Stook o.hipMIIlh to iolllin& apnt 1 

De-ber 1 tbro"~ 21 1 , 861 , 807 819, 910 l , MS, TSO 230, 895 2Tt16t6 t 12801418 

To11&1 1toek 1n bmld1 of 1111l1n& 
a&IDtl t or ~r 1&111 a,sss,oso 1 1 SS71 5S6 1 ,95l, fo81 595,788 699 , 998 ' • 662!861 
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TRElSJ RI D!P!RTIIEIIT 

De tense Savina a Start 

To date we h&ve tal<en and have on hand the f ollowing prints 
which will be distributed in the State where they were ude. 

li!C!IIQAN 

Susan Tabibian 

Patsy Perkins 

W. A. Caos tock 

Phil lluMr 

Ernest W. Knox 

Father Raymond S. 
Clancy 

Clare Briggs 

- U. year old achoolboy. 

- tJ year old school girl . 

- 10 year old school girl. 

- Fo.-r Governor of llichigan. 

- President Ex..Cell-() Corp . 

- !ucutivo Street Car Co. 

- Chaplain Aaa' n of Catholic 
Trade Unionists 

- Truck Driver 

Thomas v. LoCicero - Representative of the State 
Bar Aaa•n. makes hi • speech 
both in EnaUah and Italian. 

!'rank N. Is bey 

Preston Sloason 

George Prinaky 

Frank X. 1/.artel 

J . E. Frawley 

N. S. Shapero 

Heraan F. Luhrs 

Dr. Edgar De ntt 
Jones 

- Chairman Defense Savings 
Prograa of llichigan . 

- Profenor, De;>t. of History 
Kichi&an University. 

- Reprooontative, Michigan State 
C.....,Uttee .l.&erican Slav Con­
greao. wakes a opeech in both 
English and Bul1Jar1an. 

- A. F. of L. Executive. 

- Hotel uecutive. 

- President National Aoe 'n 
Chain Drug Stores. 

- State Commander Aaerican 
Leeton, Dept. or Michigan. 

• 

' 
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IIOIIOUI 11n. o.crae '· r- - PNe141Dt Dnrou .._.u .. ol...., .• Cl ...... 

- Sel-

llariCIII JlitUeaheiJMr - 1\lldeD\ I!Vae • 

llowrd c. ~e - nee PI'M1.S...\ JU.obl&• rna 
Cooopa~~T. 

IAon !. Cloe\erbo~aae - Prea1dent, Central laDle. 

Barbara Aim Coll1e1 - Sohool a tudent. 

L1ncoin IJ..nderbolll - Clla1raM\ Det-• Sartnc• 
c...ittee, Orand &.p1d8 

lkrT. Lou Wade - 111ch Scbool atudeDt. 

~"lade - Junior 111cb Sebool Student. 

Dee~ llarlca - Pr1nc1pel1 D1okena011 School. 

Carl T. Breit1Delein - Steep D1rta1on1 OeDaral 
llotora Die - ... 

Buell c. !'llelpe 

LoT a.... Borrlx 

llarcaret Ri.cbarde 

t. J. W.t.berbee 

I. I. LudwiC 

t.Tle Bv:rp 

IUMb O. Duooee 

- Welder, OeDeral Moton 

- ll ;rear old echoolboT. 

- Taaober 

- laDker 

- Lt.~ ''' ••••oo ftr·• Dlpt. 

- Director of Pllbllc s.rrtce 
of Battle .Creek. 

- 16 ;rear old Central ll1cb St...S..t. 

- 17 ;rear old St. Pbillpe Blab 
at\ldeDt. 

- j.. 1. of L. lAborer 

In. Carleton Brooke - let Con&recatiallel Cburob. 

111llw 

lobert a. sw-a~~ - ornoe "lorker. 

0. I . 0. hot.clrT 1Jarbr • 
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O&rtiel4 Peteroan a. - De!erwe 110rkero. 
Cleao Van lortwick 

"Gene • 'kn&er 

GoT. llurrq D. 
Van Waper 

- Vice Pr .. 14ent, l1ch11111 let'l 
Bank. 

llqor Saa Street ftu&beo 

llqor w1 tb b1o Secret&r7 1 krcaret Hul tborg and her 
4oughter 1 lergaret Ga1l Rultberc. 

Gordon Cal.l&ni - Pr .. i clentl Lanain& llerchanto 
ue•n. 

Prof. II. II. Co!7 - llectr1cal Encin••rinl• lll.ch-
1sen State Collece. 

lloll7 lincale:r - Of~e Worker. 

Chief of Police , John r. 018r1en. 

Fre4 Sanford - Colore4 Janitor. 

Peter Saluk - Dept. of Internel Revenue . 

Shirle:r SeUo!! - Secret&J7. 

ll1aabeth 'lalltoe - Artiot. 

Jack SparrOW - lleWibo;r. 

Louis Herbert - .... bo;r. 

Pauline Sw1 toer - Sti!Mnt Jluroe. 

Frank Barbaro - Tbeatr1cel Pro4ucer. 

DcrotbJ Irwin - Teacher. 

.Ap~eeLot:r 
Hi&h School 01rl • 

u••~ John - J.ttorne:r 

L. Dc;rne 

autb lrlnPl - Stuotent lfurae 

lerk r. Pteller - Architect. 

Jlarlan ... b - Sel••ciJ'l. 
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JWq De llcllteo"Hn .... bo7, 

O.orc• Cll&llb - 11Hw17 Worl<or. 

Bon. Carl Zeidler - llqor. 

Ruth Zwal1na - Teacher. 

lire . Frank Jenlca ~ 'Woun 1 • OraanioaUon Leader. 

Dr. Jriol1rich 11 .... Couentator. 
lloet.ter 

Hon. Fred II. Eo'ane - non. Cowtt7 .JI>dc•· 

Jlra, Louie Gardner - w..an•a Orcanisation Leader. 

lira. Georce Ritter - 'lcun'• Oraan1sat1on Leader. 

Fro<! L. llolMs - .l.uthor-R1a t.or1on 

llllah II. JOI!e• - llot.or Vehicle Dh1don. 

Philip H. Fsl.k - School Suporinten<lont.. 

lira . -.. L. Doudna - P. T. .1., Leader. 

Rae u..pel - Un1nra1 t7 or 'liocona1n. 

J.rlio llucl<a - Protouor Colloa• ot J.cr1-
culturo. 

lira. Victor Ucla - 11oM llal<ar. 

O.orca J. lleeil< - lbolooalo Grocer . 

Harold Bocouha&•n - Rich School student 

Herbert V. Kobler - Jllnu.tacturor. 

Urtn Qillott - Cbabor ot e-re• 

o. L. Hall - Banltcor. (Banltc of Sbe'oonon). 

C. 1 . Bro111bton - Publhhor. 

Rq IIWl<lloch - Central Labor Cowtc11. 

11r0. Konrad Toatwi<lo - 11oUD'• Club Cba1.r'UD• 

Warren lloltOII - .--oo1• 

JlrO, Jorr7 DOIIohlM - Prlli<lont, .... D
1
1 Cl-· 

rrancoa 1. ~h - Coach, Sbebo71&D lledaldnl· 

• 

-• 
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lepl.71D& t.<> your htter of ~e.bor n , 1941, 

\0 \ ho 8ecret.u,-, •• re;~reo...UUn or \ho fre.ollll.l)' 

Dopa-.\ 1D com~onioo wl.\11 U.o coorclina\ iOG ol 

~ ot t.llo Tr<laMJ.,. 

boro~lo tc.wll ltellet\0 

Dtne\ero 
Ott1 .. ol Qoww • 1 o\ '-Por\o, ....... U•• OttiM ot \M PreoiAioD\. 
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TREASURY DEPARTMENT 
336 

INTER OFFICE COMMUNICATION 

DAn December 24, 19/J. 

Secreta ry Korsent hau 

~(r , ThomJIOOn 

Attached io a memorandum from Chief Deasy in reoponae t o your 

roc,uest to hUI of yesterday to make another lnapecticn ot the 

Treuury adlcl1ng . 

IVe have already had under we.y lll&l1Y or the it.,... he untiona 

and are proceecl1ng with everything poaeibl e ttith tul.l speed . 11any 

or the moaourea he has r ecomreended, such aa blackinc out tho Treaaur,r, 

covering windows, installing signal syatema, conatructing shelters, 

etc., for Treasury buildings, have been estimated to coot about 

t309,000 . We had t hought such !Undo mib~t be made available from 

the President 's emergency Ap~ropriation, but this having been with­

drh~n from our submission to the Pr esident, we oub<dtted the item 

to the Bur&&u of the Budget and had a hearir.g on lut llondo.y . The 

!!ureau ot t he Budget examnera inforoed uo that these were ""'ttera 

tor the Public lluildings Administration, for whom a fund porhapo 

• • H gh u SO adllion dollars might be requested or Congress to take 

ca re of ell public builcl1ngs . Unless and until an appropriation is 

..ado, we can only proceed 1e .. ec11a tely ~-ith the smAller items and 

this ia boing done . F -

• 

Regraded Unclassified



337 

TREASURY DEPARTMENT 

WASHINGTON 

December 23, 1941 

~!emorandum to: SECRETARY MORGENTKAU 

I n compliance wi th your r equest, another inspection 

was made of the main Treasury Building, immediately after 

the firs t air-raid practice drill thie afternoon, tor the 

purpose of submit t i ng recomcendationa tor the installation 

or emergency fire-fighting equipment. These reeo~endations 

follow: 

ROOF 

1 . Fi re-watchers (22 in all , to work in groups 
of 6, three shifts of g hours each - and 
the remaining 4 to afford proper relief), ~ 

2. Fire-fighting equipment for use or the tire-
vatchere, ae follows: 

4. 

5· 

Heavy gauntlet s 
Dark glass gogglee 
Steel helmets 
Gas maalu 
Lov intensity tlaehlighte 
Cr ow bare 
Fire axes 
Lengt hs (100 teet eaoh) or }/4 inch rope 

Four boxes or eand (tool chest type, with 
slanting r oot to keep sand dry, approxi ­
mately ~x4x4 teet) to be placed at each 
corner of the buildin& on the alate root . 

Eight eand ehovele (5 root h~ndlea, square­
nosed) t wo to be placed at each sand box. 

Four s-root tire hooks, one to be placed at 
each sand box. 

Regraded Unclassified
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6. Four water pump tanka, with 30 teet ot hoee 
and dual nozzles, one to be placed at each 
comer ot the building. 

7• Eight 5-gallon water paile tor additional 
water supply, two to bt placed at each 
pump tank. . 

8 . Dual water outlet, to be attached to the 
standpipe in the South corridor, ~th tloor 
with 200 teet or 11 inch hcae to be carried 
up to the root and kept there. 

9. Telephone and auxiliary communication eystema 
to be ina tal led on the root. 

10. Two watch atationa {approximately }6 square 
teet in area) tor uee or the tire-watchers 
ln sheltering ooauaunioation and tire-fight­
i ng equipment againat the elements. 

338 

{Attention ia invited to the tact that portions 
ot the root are very steep and inacceasible . 
Walke and protective railing• should be con­
structed thereon tor errective t1re-t1ghting) . 

INTERIOR OF THE BUILDING 

Itema }, ~. 5, 6, 7, and 9 should be duplicated 
tor each floor ot the building. 

The original recommendations t or the full protection ot 

the building are included in t he report aubmltted by me in 

conjunction with Secret Service Agente Baca and Cawley. 

Reepecttully yours, 

Daniel A. Deasy ~ 
Consultant, Ottloe ot Civilian Defense 

• 
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Y¥ dear Mr. Seoretarr: 
DEc ? 1 1941 

!n further reference t o your letter of ~ove~ber 26, 
1g41, (lour flle !8-6/Qll( l&)(411118} Serial &96130}, and 
lta encloaurea, relative to the t ransfer ot the Coaat Guard 
to tlao 1\avy Derart~nt, and to t h e eyeba of ooord1Datlon 
pror.a•d by t ho Navy tor aaf eLUerdlnr ahln~lng ln the terri­
tor al ••tera o£ tho Unltod Statea, I L~ onclo~lnt ~ drift 
of l natructlooa , which i t Ia r ropoaod to tend to Col !eotora 
of Cueto:~a and Su~"hlng CUetoaa A.conta . 

7.o oball be ~la~ to have your co~·ont on thcae pro­
poaed lnatructlo~a oe!ore tho1 are olrculorl %od. 

Sincerely youra, 

(ISaltt) 1, •rt•uA• tW 

The Honorable 

The Seoretarr of tbe N•V7· 

J\E(' /lllh - 12-19- .U 

.... 

• 

' 
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To 

lrashincton, D,C, , .._ _ _.__ 24 l n" ,......,......... I ,_, 

All Collectors of Custoas 

2)2-T. Circular 'l'elosraaa 210-T dated DecCZibor 9 , 1?41 prob1b1t.ill8 

tho e>q)Ortotion Of :drcraft, aircr-.&.ft J)QJ'ta 1 &CUS80rie51 or &quip­

amt to ~ destinntion 'llllatevor 1 tocot.hor with all subsequent circular 

telou= ~ thi.s ;>rob1b1t1on, are boreby revoked, Accordinel¥, 

you are authorized to clear shipoente ot aircraft, aircraft ports, 

aeeoasorioa , or equ1J:X18nt without recard to Circular Telear8l:l 210-T, 

Tho eonoral ond unlimited lieensoa previously in etroot rooain valid. 

In oJ.l other cases individual export lieonse• are required and tr.ose 

which have been issU9d rem1.n valid, 

• 

' 
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Treasury Department 

4

bivision of Wonetary Research 

I g !.1 • 

To: 

This c:Uls for r.<> decisi<'n 

on jOUr part~ , 'Jut I • .. t:C'>cp,ht. ;,·""t: 

..-rculd !>e intez·~.ited in t.h'l J:ort.ion 

marked with r ed crayon. 

IIR. WHITE 
Branch 2058 · Room 214} 
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TREASURY DEPARTMENT 

INTER OFFICE COMMUNICATION 

o• n December 24, 1941 

Dr. White 

Mr. Cairns 

On May 25, 1941 the Portuguese vessel S. THOME 

carried some defense material out of the country contra.ry 

to law. The vessel has now returned and is in the Phila­

delphia customs district. The master has been arrested. 

Justice Department has asked us to seize the vessel and 

has stated there is probable cause for such seizure but 

has presented the matter in such a manner that the Treasury 

must satisfy itself that there ia probable cause. 

The State Department has requested the Treasury to 

defer the seizure until January 2, 1942 but not to let the 

vessel depart before that date. The Treasury Department i s 

not to reveal that the State Department is in the picture. 

The Department of Justice has acquiesced in Stste Depart-
_,... 

ment•a request to postpone the seizure. The State Depart-

ment has further requested that no publicity whatsoever be 

given the matter. The State Department apparently expects 

some action on the part of Portugal via-a-via the Axis 

before January 2, 1942. 
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!he .. rt..-e•• lla11ter ~~ pr••••t•l aa .r,.at 

retullt to • to ••l'lllt tu ,. .... 1 to a.pvt "Nt I ~ .... 

adrl1ellda tut the •tter h aa.r eenllieraUoa • 

1'&1'10111 Gen..-nt apuiel ..a that, aile nerrWag 11 

bei.Dg iou to ezpeii t. the nuel' 1 leputure, I aa 

ntll .. t aatllllri\7 to releaae it .,leU. Be lt.tecl 1M 

wo'lli take the •tt•r up ill the Stete De,..rt.at to ..U.t 

tlle1r aU 1a 1ee.r1a& the nuel' 1 lepart..e. State Depart­

ant h ezpe1t1a& noh a retueat fro• h1a. 
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Dtl. i:4 1941 

TO THE PRESIDENT OF THE UNITED STATES a 

Section S{o) ot the Trading with the ene~ Aot 

ukea it unlawful to tranlllit outaide the ull an7 

tangible com.unloation troa or to the United Statea. The 

aase aect ion -.lea it un1 .. t u1 to tranaalt &D1 oom.unlca­

tion to t he ene-r• Both t oraa of oo..unication may be 

made it lioen1ed. 

By Artiole XI ot Enoutln Order Mo. 272:1-A, 

dated October 12, 1917, the adainlatration of aeetion S(c) 

wn n1hd in the SecretaJ7 ot the TrtaiUF7· The Secrehr7 

of the Treaaury t herefore baa at preaent the 1icenaing 

power under 1eotion S{c). 

After dlacuaaiona with Director ot Cenaorahlp Prloe, 

it baa b11n cleteralnecl thlt the Trenury DtpartMnt ehould 

keep the admlniatration ot aeotlon S{c) ao far a1 it relatea 

to COIIIIIIIDioatlona outeicle the uil. Thia, tor the renon 

that the Cuatoma aer~loe i a baat fitted t o handle it. 

On the other hand, it waa agreed that the 

adalniatration ot eeotion S{c) , inaofar •• it conoecna 

• 
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, _ _..hatloal wltil lil1 •GIJ'• wliU lie "f .. t .. 1a tlle 

Oftloe 1t c.a .. rlillp. !he att..._. 1Pier wlll .. ...,lll)l 

the 111'••-t reaoUi wltil tlle Dlrt~ter et Ctuer&ldp. 

toar apprenl la tlle laa1•te4 pl&et l1 r•q•1tM. 

s. ... tarr of the 'rreuvf• 

.uta--.t. 

' 

' 
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(!. D. ) 

Proooaure for aallli•torillc tho ht101 iapo10a !!pOll tao 

Seeretuz of tho Tre&l1117 117 1rt1olu II au llll of 

ExooutlYe Order No. 2729-1, aatea Ootoller 12, 1917, 

1111der tho Traa1nc w1th tho 111!1\T lot, lot of Ootoller 

6, 1917. 

TREASURY DIPAR'l'MDT, Deouber 

To off1oen of the Treu1117 Dopartaent ana othera conoornoa: 

liT 1'1rtue of tho authorl tr n1tea in the Secnt&I'T of 

the Treu\11'7 'b7 l!ucuthe Order No. 2729-1, datea Oetoller 12, 

1917, I herell7 aaopt tho following &aain11trat1Te prooeaure 

aeaea llOOOII&J"1 ana proper for the eucuthe a4aln1atnt1oa 

of 1rt1olo II, nat.a 117 1aid Euoutho Order in the 

Sooreta17 of the Tre&a\11'71 auoh acalnhtntln prooodure to 

r-ill in effect Wilen aDd until aodlfled or auporaea.a 117 

dlreot1oll of the Socrotaq of tAl Trea•UI'f· 

(1) I horolar aoalgDAto the Offioe of Ceaaorahlp to act 

aa t h' age1117 of the Seoretoq of the TroaaurJ to adainietor 

the authorlt}r natea ill the Sooreta17 of the 'treulll')' rola­

ti n to tAl l&lldiag. taking, or tranai tUng, or attapting 
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to eed, take, OP tnualt, e.t ef tbe laltM Stet.., .U 

to h•• llHA•e• ua u-.u ... ater nell Nplau-

or ooill Ueu •• the u.U Ofthe aq tPta Uu to tiM pn­

eor1be, to ,..a, take, eP tnaalt nt of the 1&1tM stet11, 

a111 letter, or otber W?1U.ac. lloet, up, plu, or etMP 

p.per, p1otve, or ~ tellcna. oa\legra, or 1II.Nle11 

ae11age, op othu fol'll et .... w.111t1on llltelllln tor or te 

be ielhnM, u ... t4 or Wl ... tlJ, to .u en.., or 1111 

ot eu.f. ill applloaUou fep noh Uollllll eb.all be uie 

to the Ott1oe of Cllleorah1p 1a the fora preeor1be4 b7 it. 

(2) I herebJ 4111pate the Bveau of Cuetou ill the 

DepU'taellt of the 'l'rea•UPT to .alllnhter 1114 to luua 

lleeue1 (ezeept lloeuee to a..a, take, or tPIJllalt out 

of the laltM Stat11 taJ letter, wrlt1q, or tuglble fera 

ot e-'8111Uoa btellllM tor or to be 4ellnre4, 4lreotll 

er llllllPeetq, te ea •Uir or •111 of Ill..,) 1a napeot 

of the ntheritr n•tei 1a tbe SeeNt&r7 of t he 'lreuVJ 

Vllller Arllele n et Mii lxent1n Orier relatln h 

IID41Dg. or tetbg eut ot, or br1Dg11lg lato, or att.-pt­

lng te 11.a, tete nt ot, or brbg iato, the Ullite4 Stat11 
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&111 letter or otll.er wr1t1Ag or taqillh foPII of •-aieatl• 
' 

1 xoept 1A tu replar ••v•• of the ail. 

Appro•ea, Deo .. ller 

'!'he lblte Rouee. 

, •••• ., .. ·~·-..... Iii 

S .. rttaP)' of tll.t 'I'Pta8UP)' • 

• liU. 
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(T . D. ) 

Procedure for administering the duties imposed upon the 

Secretary of the Treasury by Articles XI and XIII of 

Exec uti n Order No. 2729-A, dated October 12, 1917, 

under t he Trading with the enem,y Act, Act of October 

6, !917. 

TREASURY DEPART'-1::T, December 21. 1 1941 

To officers of t he Treasury Department and others concerned: 

By virtue of the aut hority vested in the 3ecretary of 

the Treasury by Executive Order Ho. 2729-A, dated Jctober 12, 

lill7, I hereby adopt the follo1ving administrative procedure 

deemed necessary and proper for the executive administration 

of Article XI , vested by said Executive Order in the 

Secr eta ry of the Treasury ; such administrative procedure t o 

reJDAin in effect unless and until modified or superseded by 

direction of the Secretary of the Treasury. 

(1) I hereby designate the Office of Censorship to act 

as the agency of t he Secretary of the Treasury to administer 

the authori ty vested in t he Secretary of the Treasury rela­

tive to the sending, taking, or transmitting, or attempting 

• 

' 
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to 11nd, tate, or trau.it, out ot the tlll.lt.a State., aal 

to iiiU. lloeuea &lld Uellpt10U 'llllCler auoh Nculatlou 

or concU. tiona a a the a aid ottloe aq trca ti.u to ti.u pre­

scribe, to eend, tlke, or tran..tt out of the Uaited Stat11, 

&!If letter, or other writing, book, up, plan, or other 

paper, picture, or &111' telegru, cablegra, or 111. releu 

message, o r other tol'll of oo•unlcatlon intended for or to 

be deli nred, direct.lJ or indireot.lf, to an enu.r or all;r 

of enem;r. .Ul applioatlona for auoh lioaneea 1hall be aade 

to the Office ot Censorship in the form preaoribed b7 it. 

(2) I hereb;r designate the Bureau of Cuetoma in the 

Department of the Treasury to a<Dinieter md to la111e 

liceneee (except licensee to send, take, or tran.-It out 

of the United States an;r letter, writing, or tangible fora 

of coaaunloati on i ntended for or to be delinred, dlreotl;r 

or i lldirect.lJ, to an enelllf or all1 of enu.r) in reapeot 

of the a uthorit;r Yeated in the Seoretarr of the TreuUl'1 

under Article XI of said ExeoutiYe Or der relatiYe to 

sending, o r taking out of, or bringing into, or att•pt­

ing to 1end, take out of, or bring into, the United Stat•• 
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any letter or other writing or tangible form of coDmlunic&tlon 

except in toe 

"'~" """J ;;;:;.v~ 
Secretary of the Treasury. 

A?prove~ , vecembe~~ , 1941. 

The \'/hi te l:ouse. 

ORIOIUAL FILilD \il'I'H li'EDXRAL kEOlSTER 

.. 
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UJ dear KP. Dlreotort 

I han pi'OIIulgahd the molotecl order 4elegat1ng 

the power• Ttated ln •• by !rtiole XI of EzeoutiTt Order 

!lo. 2729-.t., dated Ootober 12, 1917, prnidlng for the 

aWn1etrat1oa of aeotloa S(o) of the Tracllng nth t he 

en~ l ot. Seotion S(o) reacla : 

"SEC. 8. That it ab&ll be lllllawful--

(c) For m y pereon (ether than a peraon 
i n t he ltPTloe of the Uaitecl Statea GoTeraaent 
or of t he GoTernaent of &Q1 nation, ezeept 
that of u •DAif or ally of tnQ,T nation, and 
other than auoh peraona or ola•••• of peraona 
aa aay be .x .. pted hareander by the Preaident 
or by euoh peraon aa he -'7 clireot ), to aend, 
or take out of, or bring into, or att .. pt to 
aeo4, or take out of, or bring into the United 
Stat11, aD7 letter or other wri tbg or tangi ble 
fora of oo•unloatlon, uoept 1D t he regular 
oourae of the uih alii it ab&ll be unlawful 
for ID7 peraon to a&Dcl, take, or tran..lt, or 
att•pt to amd, take, or traaalt out or the 
United St atea, &Q7 letter or other wri ting, 
book, aap, plan, or other paper, pioture, or 
&QT hlegraa, oabllgraat or n relua aeuage, 
or other fora of ooaUDloation intended for or 
to be deliTirtcl, direotly or lnclireotl7, to an 
tneJ11 or ally of entiQ't Prorldecl, howner, 
That &AT peraon a&T aend, tiie, or tranailt 
out of the United Statu a111thill.g herein for­
blcldea if he ehall firat aubalt t he , .. , to 
the Preaident, or t o auoh offioer aa the 
PrealdeAt a&T direot, and ahall obtain the 
lioenae or oonaent of t he Preaident, under 
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na n1ea ... NnlaU ..... wlta. na 
;::!l!.~1 u IM'l1 'M Jl'lla.tW. tM 

It u latnfll • tM ..... te nWa la tM 

o.,.rtMa\ ef \M fl IWJ7 tu ,H•hbatha ef tM 

,..." Nlatlac .. tucl"- , ..... et • '•tl• """ 
1U1 tlile Plplu MUM If \lile all, pnt ... \Mt 

,..u. .. et ... u. l(e) r•nd'•c tu .-l-11l•, 

,_. ...... IN W.pW. tlile 1 .... til tu a ..... 

et C•tlln la tllla D11u' t. 

!M I' '•'.V.U. et \M 11 ••• paW. tut 

JI•U• et 111U• l(e) t•ll•tac \~1 1m-Ill•• ... 

latlac te .u t .... et • '•tl ... lat_.., t1r tu 

.. ..,. • llll" If • ...., an .... w \1 tu Oftl11 

et C•n••"',. 

Ill' • .,_Mil, 
DlNele. If Ceull'llllft 
Oftl11 et Cn ,,..,,,, 
~D.C. 

,.., u.q ,...., 

' 2 ,....., ••• tr ..... h 

S..ntarJ 1t tu , ... ...,. 

(!· 
BNl4_..,.- (!,;~ 

'1. '.- j -
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OFFICE OF Lf.ND..LE.ASE ADMINISTRATION 
F1V£.F'lf1EEN 224 STR£E.T NW. 

£. R. Sc.tuiaiua. Jr • 
.W..W.IIl\of 

WASHIIICTON, D. c. 

COWDpTIAL 

Decnber 24, 1941 

To: S.cretacy Mor gentbau 
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-l'-l'll)' r•nd. HnrmM'a aettlement pric'! for fvr et n silver w.•e alto unchltn~d e.t 

"!';- lft• . 

·• m~de no ~urehaaes of silver to lRY· 

7he r enort of Oeceober 17, :-eceived tro"'l tt:e !eder L-l ,serv! :?W of :.cw 
vOr l , bl.vln,· tor el6n exchan r e poaitions of benk• ~nj ~~n&er• in 1ts iist ri ct , 
rrve~h:l t !\At t he total poa!tion of &.11 countriel w\'• af.ort t i e eaui.Yf

1

l e!lt. of 

' 

Regraded Unclassified



361 

- 2-

;4,!)27.000. an bcreau of $150,000 In the thor~ poaltloo alnca Oece11ber 10 . r.ot 
cban£el wore ~• tollo••: 

Short Poa!Uon Short Poaltion Chenge In 
CotJAt!'l December 10 Daco.,bar 17 Short Poa1 tion• 

En&lAnd•• $ 212,000 (Long) $ 150,000 + $362,000 
Europe 2,588,000 2,616,000 + 28,000 
CIUloU 543 ,000 (Long) 701,000 (Long) 15S.OOO 
La.t1n America ~1.000 (Long) 57,000 (Long) 10,000 
Jaoea 160,000 159.000 1,000 
ether Aata 2,4o1,000 2,386,000 15.000 
•n ott.ora 30,000 26,000 (Long) 5&,000 

Total $4.377,000 $~.527.000 + 3150,000 

•Plua algn ( +) lndlcatea increaae in ahort poaltioo, or decrease 1n long poaltlon. 
~ lnus algn( - ) i nd l catoo decrease in ahort poaitloo, or Iocr~•• Ia long pooltloa. 

• •Co~b lned poaltlon i n re, lstored an~ opon 114r~et atarllng. 
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Dt:e&WB&B 18-24, 1941 Sa:ciU/1' 

THE WAR TIDS WEEK 
December 18-24, 1941 

The war this week has been punctuated by both Axis 
successes and Axis reverses. But the total picture is one to 
encourage those who believe t hat the Allies can lose the Battle 
of the Pacific but still win the war-in the Atlantic. 

The defeat of the Axis requires the defeat or Germany, and 
the Nazis are now in retreat on two fron~ In the east the 
German legions are recoiling before the blows of a general 
Russian counter-offensive. In Libya Axis forces are being 
harried toward Benpzi by a three-pronged drive which 
threatens their envelopment.. 

Continuing Japa.n- advances in the Far East have 
dAngerous implications for the future of China and the 
NetheriiUldS Indies, but they are no adequate offset for 
current allied successes in the west. 

IVhlre Can tM Oernuuu Swp1 
Only evcnt8 can answer the tantalizing question now posed 

lor all military observers: where can the Germans stop? 
As the Nazi offensive came to a grinding halt before Moseow, 
the German leaders faced tho problem or finding a defensible 
tine lor winter stabilization. Their decision, obviously 
reached in the greatest secrecy, has been the subject of 
widespread speculation. Various reports reaching London 
and believed reliable, agree, however, in indicating a conflict 
between high Nazi and military circles concerning the line 
or stabilization. 

The abrupt assumption by Hitler or personal command of 
the German armies is perfectly consonant with such a 
struggle. It may have a much wider meaning and portend 
a break between army and party or incalculable consequences. 

1 
Qol\&1-41 
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GemuJn DijJicuUiu in 1M East 
The Fuehrer's dramatic act is only the most strikin 

evidence of the .difficulty of the Gennan ~ition. Forei~ 
correspondents tn Moscow report the terratn northwE!$t of 
the capital is a graveyard of Nazi vehicles lying deep in 
snow. A high and reliable military source notes that more 
and more evidence is accumulating of the great difficultiE!$ 
11 hich the Germans have experienced in mechanical trans­
port maintenance. According to the same source, an increas· 
ing proportion of substitute materials is appearing in Cerrnan 
uniforms; a Nazi offer to exchange thirty locomotive$ and 
rolling stock for woolen blankets was refused by the Turks. 
And Goebbel's pathetic appeal to the German people for 
heavy clothing for the ";ntcr-bound t roops admitted Rus­
sian superiority in numbe.rs and matA!ricl. 

The RelucUJ.nt Finm 
The Nazis' allies in Finland are war-weary, deeply anxious 

concerning the mottnting casualty lists, and discouraged 
because Leningrad's continuing resistance means prolongation 
of the war for them. The members of the Finnish Diet no 
longer believe that Germany can win, according to a member 
of that body, but they recognize that the country is shackled 
to the Nazi war machine by the latter's military might and 
by the Finns' noed of food and their fear of Bolshevism. 

Su-eden Ruisls 
The difficulties of the Germans in Russia can also be 

measured by the resistance of the Swedes to recent Nazi 
demands. With the descent of the Arctic winter, the morale 
of German troops in northern Finland has rapidly worsened, 
and the Nazi command has sought to remedy this situation 
through periodic furloughs in the south. But when they 
made urgent demands last wook on Sweden that their troops 
be allowed to pass through that country in transit to :10d 
from Finland, these request.s were llatly refused. OffiCJal 
German ire was deeply aroused. 

2 
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Tite Swedes have proved equally des£ to semi-official Nazi 
suggestions that demobilization would direct Swedish man­
power into more useful channels. Official circles in Sweden 
are now aaid to feel that Nazi reverses in the east make it 
unlikely that Gennany will soon take aggressive action 
against Sweden, a move which would bring slight advan­
tages to the Germans and would cost them an estimated 
hundred thousand men. 

Toward Encirclement in Libya 
Axis forces are rapidly withdrawing far westward from 

Derna before pursuing British troops, and a British Oying 
column has reached the coastal plain south of the Gulf of 

idm. The Axis army is in imminent danger of having its 
retreat completely cut off and losing Bengszi as well. 

Bengszi would offer the British an important air and naval 
base for operations against Axis naval forces and against 
southern Italy. If the British move far west of the Bengazi 
sector, they will face once again the difficult problems of 
elongated desert communications, but it may prove necessary 
to take this risk in order to meet Axis forces reported by the 
press on Wednesday to be moving toward Spain on the way 
to North Africa. 

FrencJt North Africa Beckons 
The Axis predico.ntent in Libya would seem to rnttke a Nazi 

move in French North Africa imminent. To be sure there 
are no observttble indications of Nazi pressure on • pain, and 
Vichy has declared officially to us that she will be neutml in 
the conflict between the Axis and the United States. There 
had until Wednesday been no important movement of Gennan 
troops into southwestern France recently, nod, on the 
contrary, it is reported that the 88th German Division has 
left Biorritz, probobly on the way to Russia. Other divisions 
south of Bordeaux are said to have little combat value. 

On the other hnnd there are important reasons for believing 

3 
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that the Germans may soon act in Africa. The logic or the 

situation demands that they have substantial forcE~~ in 

Tunisia in caae the British cut otf moat of the Axis army in 

Libya and drive the remnants as far weet as the French 

colonial frontier. A concentration of two to three thoWI&nd 

German planee is reported to be under way in Italy where Air 

Marshal Kesselring is now said to have been sent. Spain is 

reported to have confided in the Portuguese g~>vernment, in 

1 aecordance with the terms of their treaty, that the Germans 

will move troops into Spain in late December with the per­

mission of the Spanish government. The Timor incident was 

the occasion for an outburst of righteous Axis indignation. 

In Portugal itself Salazar's addreea to the National Assembly 

complained that his country had loyally observed all of its 

obligationa toward Britain, but that the latter had failed to 

treat Portugal os an ally and friend. The reaction of the 

Portugueee public, however, was in general one of regret that 

Britain had placed Portugal in a position so fraught with 

difficulties. 

New Light on Nazi Demo-rnU on Vichy 

The French Ambassador to Switzerland, returning from 

a sojourn in Vichy, is reported aa throwing interesting new 

light on the meeting at Saint Florentin, which confinna and 

extends earlier reports of Nazi high pressure tactics. Goering, 

it ia said, demanded the use of the Fl-ench merchant marine, 

bases in French Africa, French adherence to the New Order, 

a.nd the cooperation of the French fleet in convoying. 

P6tsin reaiated, and Goering was disinclined to force the pace 

because he then felt that Rommel could hold his position for 

a matter of two months. In the light of the present evolution 

of events in Libya, however, the Nazi hammer may deseend 

at any time upon the hapless P6tsin. Should the Marshal 

withdraw or be ousted, the latest evidence, from the eame 

source, depicts Darlan as a willing and convinced collaborator, 
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hater alike of Britain and America, believer in an Allis 
victory. 

Airji.ellh in W ut Afrioo 
Recent aotivitiee in French W eet Africa offer further 

evidence of a ooUaborative effort of the Nuis and Vichy. 
New two thousand meter runways for the airfields at Thies 
and Kaolack are longer than those required for any planes 
Vichy now possesses, and it is believed that the Germans will 

1 
shortly send heavy bombers to this area. The relative prox­
imity of these fields to the coast suggests that the bombers 
are to be used for the destruction of shipping. The fields are 
eo placed as to threaten Bathurst, one of the British convoy 
concentration pointe. 

Three further airfields are being developed at Nserkore, 
Gueckedo, and Macentain. All lie along the Liberian border I 
and in a position to menace the air station which Pan­
American Airways is developing in Liberia. 

All of these bases could be used to support a German occu­
pation of the Cape Verde Islands or to deny these islands 
to the Allies. 

Japanue OjJensi»e Continues 
Despite repeated successes by the defenders of the Philip­

pinee and some landings by the attackers, no issue to the 
battle is yet in sight. On the other hand, British resistance 
at Hong Kong has all but expired, and tbe fall of the colony 
wiJJ deliver to the Japanese one of the two principal pollitions 
guarding the route to the South China Sea. The Japanese 
have begun the invasion of Sarawak. They have pushed 
southward i.n Mataya, using infiltration tactics in the jungles, 
and have by-passed the Island of Penang and forced its 
evacuation thus acquiring a port on the Indian Ocean. The 
new British line is only some 300 miles from Singapore, the 

Japanese objective. 
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The Japanese are reported to be assembling boats a~ Vie­
wria Point, the southernmost tip of Burma, for ae~ion against I 
the air base at Mergui, to the north. They are also moving 
north through Thailand and are threatening ~he invasion of 
eas~em Burma. With this move attention is foeussed 00 
the impending menace to the Burma Road, China's life-line 
along which Chinese troops are now moving sou~hward int~ 
Burma. 

Altemativea to /he Burma Road 
The Burma Road can be cut by a determined Japaneae 

drive from upper Thailand through the Shan Stawa of eastern 
Burma which would strike a metalled road from Kengtung 
inw Burma. Such a Japanese coup is not at all impossible [ 
in the near future. 

U the road inw China were cut by Japanese entrance into 
Burma, there would be no way of getting supplies into China 
e.~cept by air or by difficult land transport. Air transport 
across central Asia would be practically impossible in any 
volume because of the distance and the gasoline required. 
Truck transport would likewise require Russian cooperation 
and a tremendous investment. 

Air transport from the nearest railhead in India, at Sadya, 
is impossible because of 15,000 foot mountains. The remain· 
ing alternative would be to invade the coast of China past 
the Japanese bases on Formosa and Hainan Ialand. 

U the Burma road were cut, supplies of gasoline, essential 
for domestic transportation, would be cut off, and the entire 
program of American lease-lend military aid would stop. A 
consequent decline or collapse of Chinese resistance would 
necessarily free Japanese resources and might contribute to 
Japanese success at Sinl!)lpore. 

Russian intentions in the Far East have still w be clarified, 
but our representative at Vladivostok reports that it is 
generally believed there that war between Russia. and Japan 
may break out before the middle of January. The appoint.. 
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ment of Marshal Voroehilov a.s Commander of the Soviet 
ArmY in the Far East may well reflect Ruaeian anxieties 
concerning the eerioUSIIel!ll of the situation. 

Australia is reported to have been stunned by the initial 
reversee of the United States and by the expoeed position in 
which it ba.s been left as a result. Fears are expreeeed that 
America may concentrate her energies in the north and act 
slowly, and that as a result the Japanese may cause great 
damage in the South Pacific. This situation, it is said, bas 
produced great unity within the government. 

7 
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TREASURY DEPARTMENT 

INTER OFFICE COMMUNICATION 

DATo: Decelli>er 24, 1941 

TO 

fROM 

Secretary Morgen thau 

Mr. KEmarck 

Subject: Summary of Military Reports 

Pacific '!heater 

'!he Japanese now have 400 a i r planes in southern 
Indo- China and southern '!ha1land . Durin~ the first 
four days of the Japanese attack against Malaya, 
the Japanese used, on the avera6e, 120 planes per day. 
(~easured 1n European terms of air forces or thousands 
of planes , it is obvious that air operations to date 
in the Pacific are on a fairly small scale . I t would 
seem that Japanese successes to date have not been 
due to great Japanese streng th, but to the relatively 
6r eater weakness of the Allies . ) 

The British report that Japanese bombers, when 
attacked by fighters or anti-aircraft fire, i mmed­
iately break formation in disorder. 

(O.K. Embassy, Operations Reports , December 21, 22,1941) 

Battle of the Atlantic 

A Hurricane catapulted from a ship escorting a 
convoy to England, destroyed two Pocke ',\'ulf (German 4-
motor bombers and reconnaissance spotters f or sub­
marines) and damaged a third east of the Azores on 
December 19 . 

An auxiliary aircraft carrier escorting a convoy 
to England , was sunk by submarines 500 miles west of 
Ireland on December 21 . (This must be the aircraft 
carr ier the Germans are claiming they sank . ) 

• 

' 
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( Botb ot theae reparta lhow tba recentlr-4nelope4 
teobDiqv.e ot eecOl'tlJls a conwor witb lUI uabrella ot a1r­
pliUie protection aca1Dat boabera, aa wall aa 4aatl'OJal' 
protac tlon &~&in at aub.ar1Dea,) 

(O,l. ~aaar, Operation Reporte , Dec .. ber 21, 22, 1941> 

Lib7aD C•palsp 

The Britieh beliewe that tha Ge~• will aake ewe1'7 
ettort to with4raw their airtorce ot aora than 200 pliUiel 
1n Crranaica, to Tripol1tiUI1a. tbie •aJ, howewer, be 
1apoaa1ble owing to the 1Dadaquata ground tacilitiea around 
Tripoli at praaent. Part ot the torca aar bawe to with­
draw to the Aegean area or to Sic11J. ( tba nuaber ot 
.Uia pl.nea lett ia probablJ about a third ot the origiDal 
Axh atrength uaed 1D the LibJ&D c•paign. the Britilh 
ban captured IUI4 daatrored around 150 .U1a a1rplanea 
bJ ground action alone.) 

(0 . ~. EabaeaJ, Operation• Report , December 21, 1941) 
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TREASURY DEPARTMENT 

TO Seore tar)' llorgen thau 

,..,,. llr • It uarok 

Subject: Bxcerpta ot Poeeible Intereat from llilitar7 Journala 

1. American Plane• 

(a ) Britieb Com=ents 

"The Doug1aa Havoc II• 

"One of the three most untul t)'pea ~r 
aeroplane being aupplied to the Roral Air 
Force from the ~nited State• at present ia 
the Douglas DB-7B, which, 1n its bomber 
fora , ie called the Boston I II , and , con­
verted into a night tighter, is known as 
the Havoc II, • 

"The modification• which turn the 
Boston into a Havoo are uade in th1a countr7 
at preaent, There are varioua forma or 
Havoc--some still secret--in all of which the 
aeroplane fulfils ever)' demand made on i t . 
The Havoc II is noteworth7 for ita great 
offenaive armament, Tbe transparent JUterial 
round the bomb a1111er• a pod tion of the Boston 
is removed eo that the pilot wil l not be 
distracted b7 retleotiona at n ight. 

• •• • Havoce are being uaed tor 'Night 
Intrusion' work, flying over German-occupied 
aerodromes in France and lhoot1Dg down the 
enemy bomber• as they come home to roost, 
thinking their night's work ie done. Ueuall7 
it ia. Having made play with ita great 
though unapecifiable collection or gune--the 
Havoc ia able to adllliniater further chaetiee­
mant by dropping the bomb load, too •• •• • 

(Source: The Aeroplane,Gctober 17,194l ,p.4~5) 
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(b) Ruaaian C0111111enta 

(SourGa: 

"Red Airtorce Learns to Uaa American 
Pl ana a 

"Tbe American machines are very atabla 
and have great tlexibili ty ot ape ad. Tbey 
have aome disadvantages, but our pilots • 
skill compensates tor these. 

"American engineers admire the speed 
with which the Soviet teGbniciana learn 
to handle the American machines. Our 
trienda , who have flown ocaana many timea, 
emile at our men and aay: •o~ . o~ .· 

"Tbe handling ot the American mach­
ines in the air ia quickly learned. It 
took only two daya tor Oolov•a battalion 
to l earn the flying technique ot the 
Amer i can tighter planes. Other pilots 
ware instructed in seven or eight days . 

"Si.mpl e in construction and easy to 
manage, the American tighter 1a equipped 
with strong weapons. In Gooparation with 
our own falcons , the new plane will become 
a t errible new weapon. We shall receive 
more ot th- every day. • 

Red Army Paper , Kraanaia Zveada, November 
12. U.s.s.R. Bmbaaay Information Bulletin, 
November 1(i, 1941) 
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2. German Air Power on the Datanalva 

(Tbe tbllowing article llluatratea the diaadvantagaa 
ot the Garman central poaitlon. So long u Garmany baa 
the initiative, abe can concentrate tore•• againat one 
ot her anemiea on the peripher:y, mila her opponenta 
cannot ehi!t their torcee ae rapidly ar~nd the circum­
terence or lhe circle to meet the threat . But when her 
enem!ee attack from ever:y point or tha ciroumterence at 
once, Garman air reaouroea, having to be diaparaed to meet 
the various threats, prove to be inadequate on ever:y front . ) 

• ••• Bach front 1n the War ia inextricably 
11nlced. We know that a very large proportion 
ot the total tighter strength or the Luf twaffe 
ia detained in Prance 1n a purel:y defensive 
role. It is surtering atead:y caausltiea !rom 
our tighter aweepa and bomber aorties. We know 
that ln Ruaala, deprived or this tighter element, 
the Lut twatte baa bean badly mauled, What ia 
more, the lack of fighters in Russia baa meant 
that the Luttwatte cannot give ita tanka the air 
eupport the:y demand, and aa a reeult the Russian 
dive-bomber& have inflicted very heavy loaaea. 
The Stormovik(Rueeian attack plane) ma:y not be 
a formidable weapon when opposed b:y a strong 
tighter acreen. But when that screen ia a 
thouaand milea awa:y attempting to beat orr 
attacka !rom England, than the Stormovlk can 
prove ita worth - and baa. Tbouaanda of ahatt,ered 
Garman tanka bear wl tnaaa to thia plain t act. 

"Tbe third point dapande upon the other two, 
No tighter• can be s pared !rom Prance to go to 
Ruaaia and because or thia few bo.bera or Army­
eupport aeroplanes can be aparad from Rusala to 
go to Africa. Tbe •Afrika Korpa' must tight 
ite own battle and call tor ita air support !rom 
Italy. Row ettlciant tbia Italian support ia 
likely to be ia shown by the destruction of ~6 
Axis aeroplanes in alx days b:y one squadron of 
Beautightera w1 thout a alngle loaa . 
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•'lba nn OUipaign haa etartad with Brltiah 
air eupariority. That air euperioritJ ia taet 
being tranelated into air eupra .. cJ. In the 
long run it m&J pro•• the aoet important reeult 
ot the Wbole combined operation•, tor it opene 
up new poeeibilitiee of a knock-out blow at 
ItalJ and air aaaterJ over the Mediterranean.• 

(Sourcat "Co-operation in the Near Eut; 
'!be Aeroplane, Novambar 28, 1941, p.58~) 
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"The Eff i cacy of Strategic Bombin0" 

By 

Air- Commodore L. E. o . Charlton 

"The combatant nations in this 15rea t war 
have now ••• had a large and variable experience 
of bombin.:. . 

" ... One thing at any rate has been put 
beyond all doubt . The destruction of civilian 
hearths and homes , short of a holocaust that 
would rob the war machinery of the hands that 
drive it, is both unprofitable and useless 
as a means of wa~ln3 war •..• 

"But now we are confronted wi th a situation 
which, at the commencement of hosti l1ties , would 
have passed belief ••• ever since Soviet territory 
was invaded, we have , weather permittins, been 
pound1n0 Germany wi th bombs in a large-scale, 
and well-planned, effort to render ald thereby 
to Russia and d iver t the attention of the Nazi 
bombers from the Eastern to the Western front . 
With this object in view we have been exclusively 
attackin6 those vital spots connected with the 
Naz i war supply, and have reli61ously refrained 
from knocking over blocks of flats . V.e have 
lost considerably on these ventures, but the 
gl owing p i cture of results achieved bas upheld 
our firmness to continue. Strategic bombln; 
has been put on trial a s never before! 

" ••• The remarkable, and disconcertlns fact 
remains thet the Nazi war establishments have 
been subjected to a ruthless air bombardment 
by the whole weiGht of our g rowing bomber fleet , 
and yet , t o all appearances, their wheels continue 
to revolve . So little, in fact , have they , 
apparently , been damaged that the enemy has not 
thought it wor th his while to batter ours in re­
turn , even at the cost of lessening his strokes 
elsewhere , and so endeavouring to redress the 
mischief he , himself has undergone . v:hat then 
ia the explanation~ Are we oealing futile blows? 
Has the hour of the bomber struck, and will the 
local air and ground defences, neglectful of 
reprisal measures, be sufficient answer for the 
future? 

Regraded Unclassified



370 
- 6 -

"There is at present no certain answer to 
thia conundrum, •• , It ie mathematically certain 
that a sufficiency of well-directed bombs will 
put 'finis ' to the war, But when will that 
ideal be accomplished? • •• • It is becoming more 
and more a lesson of experience that a specific 
target area must be constantly attacked if it 
is required to blot it out, Human hands, and 
the ant-like qualities of men, can ma.ke the 
moat effective use of respite to restore a 
given situation . A succession of non-flying 
nights can undo completely the good that has 
been done . The necessary distribution of 
attacks involves long periods or immunity for 
the lately well-bombed objective, during which 
it oan recover its position as a cog on the 
circumference or a wheel of war. If real and 
l as ting good is to be looked for from strategic 
bombing, then there should be, it would appear, 
sufficient weight of bombs to keep the main 
objectives pinned, and so perpetually out or 
aotion. The process must be one of strangu­
lation, rather than of body blows, and the wind­
pipe must be compressed until life becomes 
extinct • •.• " 

(Souroe: The Fortnightly, November, 1941, p.480-482) 
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4. "German Tactics Againat the Ruulans• 

• • •• successful as • .• (Blitzkrieg) tactics 
proved against the French, they 0o not appear ••• 
to have been employed by the Germans in the 
Ruaaian campaign. This is due in part to the 
vastness of the theater of operations but 
mainly to the number and quality of the Soviet 
troops in both training and equipment, which 
makes them stubborn and dangerous opponents . 

371 

As a result , the Germans have round it impossible 
to take liberties with these adversaries whose 
unique morale causes each unit and each indi­
vidual to fight to the death. 

"As a rule the German armored forces in 
Russia have advanced cautiously in a wedge-
like formation, closely supported by the root 
infantry divisions. In addition, the Air Force 
has rendered close support to the ground troops, 
seldom operating more than 200 miles behind the 
hostile front • • • • 

"In this wedge formation , Russian forces 
that advance between or are by-passed by the 
armored divisions are dealt wltb by the advanc­
ing German infantry divisiona. 

"The tactical result of the operations 
of theae German armored wedges , closely supported 
by the infantry and aviation, haa been the con­
tinuous breaking orr and surrounding of portions 
ot the Russian forces . Thia encirclement or 
hostile f orces is called by the Germans a 
Keaael. This is derived from a German bunting 
term Keaseliagen, in Which the game , baving been 
encircled, s driven in from all aides toward 
the center for the kill. 

"In case the Kessel 18 very large it is 
broken up into smaller areas by the armored 
forces . 

"Thus the two great concepts of the wedge 
and Kessel stand out as characteristic of tbe 
German operations in the East •••• 

"An official report of the German High Command 
describes the battle of Smolensk as follows: 
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" • • • • These encirclement operations were carried out 
as a rule in the following manner: After splitting off 
an enemy group the shock wedge would then awing to the 
right or to the left and by quick turns cut out a sector 
from the enemy front, then with extraordinary rapidity, 
before the enemy realized it, the encirclement would be 
completed . 

" ' Often enough the Russians tried to s ave the situa­
tion by at t acking the wedge on the flanka and trying to 
break through the German encircling movement. They also 
a ttacked the encircling forces from the rear and attempted 
to carry out encircling operations of their own . so at 
t imes there were situations when the location of the 
front was !mown only to the German l!ieh Command, while the 
individual aoldier had the impression that the front was 
everywhere - in rron t, behind and to the right and to the 
left . 

" •Due to the tenacity of the Ruaaian defense and the 
way their troops preferred to fight and die rather than to 
surrender , every encircled area became a bloody battle­
field. I f it is remembered that the Russians are very 
skilled in the constructi on of field works , that they are 
masters of camouflage and know how to exploit to the ful l 
the possibilities of every terrain feature, then i t can be 
understood that the desperate masses in the encircled arena 
utilized the areas for defense in n manner that was most 
effective . Every village , every house , every wall, every 
strong point was utilized, and natural obstacles were also 
used in the defense and their organization completed by 
barriers . So then every Kessel was a fortified area in 
which there were not onl y considerable masses of men for 
defense but a lao large quanti ties of arms and materiel. • •• ' " 

(Sour ce: U. S. The Field Artillery Journal, November, 1941, 
PP· a_1o-815l 
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followed by eneoy agents in ti ~o of WBT. 
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.I.CTIVITI :;;S OF Tim F I!"l''! CQLUM!J 

1 . PLANS AND METHODS OF Till F IFT!! COW}(!l 

a . Thg Aim of thg fifth Cgluon 

Tho Rim of tho Fifth Column or t ho Axl e Po¥tr a le t o ~o ovory­
t hlnt po••1blo to assist in bringin~ about run Axl e victory. I t a chio t 
method• ot activity aro four: 

(l) To conduc t accur ate es!.)ion8,Ce work and tranR::Iit r<n ort a : 
(:1} ~o decor ,.lh c J>Ublic o.>inlon with ft vio·• to br cllklnP, tho 

will of t ho ,cople to r caiat: to cause ~le And cor.!Uston in ordor 
tO ~0 effective r~sfstancc i=?ORiiblo; tO fo~~r.t )Ublic d1$S~tilf~c­
t1on vlth the Govcrncent or with tho creed toreo•: to pro=ot~ di1cord 
a:ong tho Allica; 

(3) To carr1 on eabot8ge on a voll-ordcrod military 'lan: 
(4) To render aa•i et Mce to l nvadlnJr" troo:la . 

'b . Ptnliminuv Hgt hoda of thr P:tft b Column 

Eno~ ach~rnc s PJ e carried t orword by the oethode of 1nfilt rn­
t1on , and cover everything f r om , r oasur o on i~dividunla of alien ori~t n 
to the oxcrciao of '}r easuro u;:>on Govcr nr:)('lnt offic1Pla or ;_)olitice.l 
la)r.rt ion . Ax le eone-ulP.r of ficial s r-.nd oMpl oyone of A.·da b\uincae houeca 
Pr o t o bo tU&!lOCtcd . Axi s e-ultur:U 8l)onc1oo t~..n<l f oundl'ti ons have ofton 
proved t o bo nothi ng more t han cl oarlng houooo for ?lftb Col umn ac ti­
vity . 

c . The fi f t h Column and Intcll iegneg 

Soce ot the act ivities carried on ;, t he Fl!th Ccl~ ir. the 
t lold ot Int elligence are: 

(1} Furnl•hing tho cno~ with infor~tlo~ . lnelu~ng t r oop 
d1a,.o1t1ono . by ahort- vavo r adio and othorvlao; 

(2} Collecting pr.d dil'>&tchinJ accur,.tc data for :oi 11 tar.Y 
0&!)1 ; 

(3) Tappi ng vir es or seizing hcPdql~tcra , ~.nd th~n dispat ch­
ing foreod ord~r a to troo,s , orderin~ ratr~nt or eurret.der : 

(4) Creat ing contusion amen~ clvill.no ~ orderl r.rr t hee t o 
cvecuat o ArOA& unnr.r.ea sari ly, etc . 

d. Firat Activo Steps of thg fifth Cpl umn 

Ac t i vo Fifth Column mcn.a\li'ee for ""'r f'll!'&r inl a nation for de feat 
and 1nvaa1on 1nel udo t he saizuro or deatruet1on of: 
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(1) Cantero of co..untcAtlon , t elephone ozeb&D«oo vtrelooo an4 
pover atatioDI; ' 

(2) 'l'ran•.!'Ort atlon cenhro, air , oea, ud lend· 
( 3) Cantor e of l~rtanco to the Gonr~~~~ent end the flghtl~ 

••r•tcee; 
( 4) An¥ otbor objeotiYeo which ero Yi t al to the l i fo of tho 

count ry, e.g. , oeeentiel f ectorieo. 

e. %he fl fth 0glwpp epd t ho .Mr lpf Ct 

In tho 3\JropeM War , the Plfth Colwm wu of gre"t •J.d 1n tho 
ouccuof\11 operations of tho Gerl!IM .Ur 7oroo. The Fifth Column 
atte.,to: 

(1) ~o ce,pture elrdrO!IIOI ud l)Ottntlal l.on41n& grounds tor air­
craft (includlnc eospleneo); 

(2) To guide ;>erachuthto ud troo»-cert71r-~t machine• to lan~ 
lng p-oundo; to guide bo!Obero to tercot.....,.eing for thooe :!]W"!)Oeee 
tleree, torchoo, panola, end other tl(ll>elo; 

(3) To lq 11!> otoreo of clYlUen clothin« ~~nd unlformo of tho 
ereed forcoe of the lnndcd country tor tho ~hr.;uioa or peracbuto or 
other troopo or ft«ento. 

t. Tho ntth Column AA4 Itt ,U4 to M Inyo4in6 Armr 

In oaoe or tho landing of Axle troo''• tho Fifth Column would 
att eJIIPt I 

(1) To c~turo key pointe or otrongholdt ond bold them until 
tho arrlYal of land forcoo; 

( 2) To haraoo t r oop• and pollee by onlplns; t o draw their tlre 
awe,y from tho one=y ~ eelzlr.g pooltlono and Inviting otego; 

(3) To carry out all ooYiouol,y uootul oal>otft&e, 1Mlud1n& not 
onl7 domolltlono, but tbo r~betltutlon of water for gaoollno , oand 
for oxploliTOa. etc.; 

(4) To 'roparo lleto of cltloono to be turnlobcd vlth paoooo 
~ tbe lnYadero, and to prepare other lloto of cltloeno to be arrooted. 

1· Th9 ntth Colupp on4 Co!!!!Wd Cgnterg 

71nh Column act1v1tlco are dlroctod otpociall,y ag.Unot co~>­
mand and control eontera. Effort• ere mAdo to eoiso headquertort, 
bce4quart oro personnel, and ccmmunl~lltlon center• of all kinds. 

h. SabgtMo 

(l) Tho act1Y1tlea ln tho flold of tabotago aro oxtonolTo. 
Tho following 1o a gener al tnd1cat1on ot tho formo which oabotAgo me,y 
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(a) Mtw pp Mlltterr 0)1gqUua 

1. llaaoo, 011P!>lT depoto, o~~ntouenh, 1111d pooh: 
&. All oentoro and Junotiono whore any dioru~tion 

ot t acili tioo wil l biDder mobilioation, troop movemonto , and eervico 
ot O\IPJll,y: 

A. Mill tary cquipmont, .,..i t1on1, and otorea , iD 
etorage or tronelt , not yet delivered to tho 4r.,: 

!.. Az-~onala, macaalnea , nnd accua.alated war reaenoa. 
oaany ot whlcb 1111¥ be mlnod l n edvanoo. 

tlelde, 

f acture; 

~. Morale of troope ond oubTore i on of civilian omplo7coe. 

(b) Attock on Military Ayt atiop 

1. Planeo aD4 ground ocrvicoo: 
it. Ll&tltiq ....a otbor ntal oqui~nt of l.andln.: 

radio beecono, ..t o~ aLll ' " &erial navl~ation: 
!. Planea 1A traartt, • tora«e. or ~roeeaa of manu-

t.M. in etorAge: 
!. l!ngiaet tn })roecoo ot o•orh&Uliftl: or J:IIUlufe.cturo, 

~. Fuel, lubrlcante , munitlono, opecial oighte , and 
other oupplloo and equipment in uoo, et oragc , or procooa of manufact ure. 

( 2) The Sl\bgtvo of Shipe 

includo: 
Tho Arlo plane for oobotago of Wftrtblpo and other veoaol o 

(a} Contadnatlon of food ot Ito eourco: 
(b) Contamination ot vator by vieitoro st rocoptlona on 

board oooon-GOIDg veooele: 
(c) Concealment of bo~b• in coal or other atoroo: 
(d) Conceal=ent ot lncecdiary fleolco which oet iiroo later. 

1. Organlsotion of 4%1& Jecote tp tho Unlttd Stotqa 

Axio J'itth ColUJ:Ift agonh in tho United Stotoo are divided into 
t hroe ma1 n r,roupo: 

( 1) General Grou:9: 
oaoh week obliged to attend 
8A they msy hove coll ected. 

(2} Military Group: 

Axia cltiaono rooiding in America wb~ are 
meetings end to provide ouch i nformati on 

(a) Tho•• agento , duly accredited and otherwioo, in !Derlca 

JIIS'l'lll Cfl!) 
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=.~aCQI'a llillt_,. lntoraUOil \broach vbatnor chalmolo are ..all-
• 

(b) Sabotece ooetion· 
(e) Peroono d.d~P~&t;d ao ectual opieo wl>.o would eontiJale 

's~ .. ~~~~n.~ ouc:h duriD« a period of hooUUUoo between tho lhUted 
~ ~•• .au ~• povera. 

(3) Civil Group: 

i (a) ~~ ooction includoo workoro in induotry, port1eular17 
11 ar-nt 811d ......,.1t1on dopoh, 'l'hoto .. n aro cbarpd with activo 

oabotep and eoplonace. Sploo 811d oabohuro otton pen ao rofU&eeo 
It llllllt not be 1'orgotten, .. roover, t hat bomo tieo ....,. eubJoet re~ 
&•eo to bl~l and C01110quont 1PJ oorTieo for tho notion f'roa wl>icb 
the:y baTe fled. 

(b) Anothar ooction oproNo dioeontent, encour"«"• otrikoo, 
..,d olowo up produetion by nor;y aoano pcoo1 blo, 

a. m GI!!!W! :rrm OOWI!ll 111 m WAR m E!11!QP.B 1939-1940 

a. PoloM 

Goraen Fifth Column activitioo wore oarr lod on with extreme 
offioionc:y and offectiveneso in facilltatint tho odvanco of ground 
forcoo and in spotting targete for tho Air J'orce, Germany found it 
COIIIP&r&t1ve4' oao:y to conduct eubvordvo aot1v1t1oo aaong the largo 
Oer~~an ml.norlt:y 1n Poland on t ho bordoro of the Reich, 

Before the inYMion bogM, rioting occurred aaong tho Oel'lllaD 
mnorit:y, and Polhb officialo 'foro aool\ooinet od. Thh •ort or acti­
Ylt:r wao eontiauod l\ftor tho Oerlll&n edYMCo , and tho OeriiWI J'lfth 
Colllllnioto aided the invM.ora in """7 other wqo behind tho PoUob 
llneo. !'ho Ger"""o were SUl':'llod w1 tb boroot and w1 th bidden otoreo 
of paoUne and food, Paracbuthto ecd troop tranopcrt J>leneo were 
guided to landin& uounde or warned of dangar by oignalo. 'l'he lcca­
tiono of Polloh troop headqu&rtoro, troop eoncontrationo , batteri oo, 
..,d land tinoo wore betra.ved by oocrot wirelooo co..-nicaUcno or 
d«na].o fro• bobind tho PoUoh Unoo, Poliob orticoro wore a81aoo1-
nated, Polioh trooJ>• and planoo were firod on and billets wore burned, 
lalee ordor1 and rumore were ctrculatod, cauting ~ch contueion. 
MilHar:r coamnlcation linoo woro out oo froquontl,y thot it wao i .. 
pcooiblo to uao them, German pilote ropcrtod that moot of the land­
ingo of air-borne trooJ>• would have failed but tor tho ayotom or 
l':lfth Column olgnalo, such ao flaming h111ot..cko and buts; ohoeto Nld 
newop-.,oro arranged in tpecial pattorno; arain and gran cut in tell­
tale o~oo: and torch oignalling. 

l!l§'lRI0'1JP 
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b. !he l tSluprlp«• 

.U aoon aa the o......, in•aaion co-nco~, the fifth Col._._ 
cue into 8CUon 1D ...., tcvna and ciUea, In !he ~. Dutch llaah 
becan to tlloot frOil their lloutoe, Jal .. roporta ead telephone calli 
r111ohad the Dutch General Headquarter• and Yalll&blo U• vaa loat in 
Ollecldne tho•. TllrOUI]IIout tho country the fifth Oolu111111ta vera 
val tine tor paracbuUata ead air-borne t r copo at prearrancod pointe, 
rea4T tc direct tho11, Care vera etclen tor thh ~ee, rood, dio­
culoe, and hi dine pl8Coe wore roa4,v, Dutch anorod care, b•.d~ 
needed for flchtln«, vero called off to round up ar111d bande of rttth 
Oolwmieto, who wore prOl)Arod to enee,t~o the" until tho main Gor~~e~~ 
forcu arrl•od, .Ul tllh time alroratt wore bein& culdod lr; oignale, 

( o, !flril!ll 

hi l!elgiua tho Jittb Colum1 e aothitlee were ..,ra oboeure; 
but aontr ioo were foun.d ...-dared, 111Utar:r telephone llnoo wore 
conttantl;r cut, and diue ... ion vaa town in tho an>;y. 

4. DtpW3 

In DoDil&rk tho fifth Column obtained control over tbe co,en­
ba,on ~olophono Exchange in a thcrt t imo , Further actlvitleo were 
not neceeear,y, aa there wa- no reaietonco . 

•• llqpq 

~~ olaeeic e~le cf oabotaco and ito alli ed aotivitlea of 
pro, acon.da, eopionace , and combatant intel l i gence i o, of ccurao, the 
effective work dono by MaJor ~hlin& in par.tJ.¥11ng tho llorwegian do­
roue at tho U•• of the Gorman i,.aai on. llect111oe of tho dilaatrouo 
effect of thh work on the rorwegion l'ual rorcoo, a briof rene" of 
t beoe oporationo io included • 

.t.t tho the of the Goraan it>Yaaion preYiouol;r I'J'Opo;rod plano 
wore carried out to tho letter, eooontiall7 ao follovo: 

(1) .Ul of the diploiii<\Uc ond ccnoular cor;>o , Md all Proaa 
.t.ttacho• Co=nercial .t.ttacho~, •buoinooo• o.dYitora, ?ra•el Bureau o.­
lo 801 'and •culturAl• groupe (Hor~•ghe Qtaollagbaft ) 1 ~eared in 
~1~ora' 1\Jld vero ronaled to be, without exception, 11111 tary or lla•al 
Offioora, 

( 2) .t.rmod oquo.do took 
all telephone, tologr~h, and 
their own ordore , 

oYor tho ottlcoo and cpora\ing roo~• of 
radio otatlont nnd proeooded to eend out 
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fl (3) 1'he forto Yore order ed not to flro on the abenein« o.,.,.., 
fi••~· T~h fBl~ at Osearburc, before obtyinc ita ordora to surrender 

ro,. on • o ueber end aenlc her Y1 t h 1 ?00 110n and an Ad.ollre.l and a ' 
Oenor&l Yith thei r at&ffa. Tho fort at Kriatiacaend aenlc the 
llarlarubo. When a nearby amJ~W~ition dump wee bl own uP tho for t our-
rendered. • 

(4) Because orders were withhold, t ho minoa, which ohould have 
boon laid in tho fJords, r em&lnod aboard tho mine layers in tho hlU'bor 
until tho morning of tho 9th , t he day of invaaion. 

arma. 

(5) l(obUhation ordora vero hold u:~ until 5 a. m. on tho 9th, 

(6) Ordera wore houcd to varioua arm:~ unlto to lay down their 

( 7) ~ck raida by COJCI&lldoorod outo•obUoa were udo i nto 
aroaa occypi ed by llorvegiBn troopa for tho co,pturo of 41 vilione.l 
at&ffa, 

(8) The Oerlll8l1a ,..,re in poaaeoaion of mape far au,..rior to 
thou uaod by the llorweghno, Tho propnrl\tion of those vas obviouoly 
tho rooult of long and 4il1gont work by export cartogr&Jlbors. 

(9) Tho key officer• of ovary Gorman advance col umn told ob­
oorvors of spen4ing many of their vaoationo in Norway. For ox~lo, 
tho 11aval ofticora at Bergen had spent their summers yachting in tbet 
area. The same wae true at StavaJ'Iltor and Oalo. Army officers were 
partial to tho valleyo and had f lohod in all tho prominent stresms. 
In IG'fer t\1 caeea :·oJ"\IIegie.n forces wore trapped becauee tha German• 
knew tho roeton better th~~ they. 

(10) 5~11 portabl e r&dioa wero uood for cocmunication between 
Gorman oftlcera and secret agent s , 10~ of Wbo2 vera serving in tbe 
llorwectan forcoa. 

( 11) Jmch use wao Dildo of rockote and l11Jhta, theeto laid out 
1n pattcrna, hayatftCka aet afire, e tc. , to «Ulde tho air end 9aracbuto 
torcoe, It ia tho exprosood opinion of t ho Gor man pilota t hat, vlth­

out thou aida, moat lan4ingo would have tai lod. 

(12) At Borgen the consulnr otnff, which had soi sod and hold 
tho c1ty, was ro1nforced ~, troop• ~ho c~o aahore from ~rehant 
voeeele vboro thor had been concealed for ooveral days . Thi a also 
h131pOnod at Krhtianaand, llnrvik, Trondhoim, and Stavnnger. Each of 
thoee ehipe corri ed"i ta own selt- eufticiont quot~ of all ty!JOS of 
euppllu. The truck a which woro on boiU'd vore e.lroady loaded and tho 
antiaircraft guna wore accompani ed by thoir crowa and ammunition, 
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boar do 
(1.3) Or4ora aD4 cllr ecUou vuo placed 011 e4nrUo1q bi ll­

to aooiot edYancinc Goraan ooluozo. 

( 14) jroenalo and munitiono !act orioo , Which were ge11erall1 
ine4equatel1 defe11ded, wor e 8IIODC t ho firot ple<>eo oohed. . 

(15) Tvo veeko befor e tho attack Quioling' o &«ont o or dered all 
antiaircraft guno oe11t to Kon&oberg to bo OYerbauled. The oe wer o 
captured t her e befor e they could be f i red. 

f. lronco 

Gor=an efforto in Jr.,co voro CIU'riod fonard under t ho guho 
of !r1endoh1p. Gorman cultural 04:onto arranged trho !or GerD&D otu.­
dento into otretegic&llY i iiJXlrtant parto of Jranco. Gercan eo..,.rcial 
planoo had oul>oUtute p1loto Who wore 'IAI.ftwaff o o!!ieoro in .Uoi:Uioo. 
7beao oatenoible otudenta and piloto woro not onlT on roconnaioa~co, 
but wore aooigned the aheion of contacting Jronch peo;>lo With tho 
idoa of deYeloping d1Y1o1on and coDIUo1on 1f not the formation of an 
actual Jronch l'ifth Colw:m. Gerlll8llo in Jrance promoted paci!ioll, on­
cour04:0d anta«onh,. between poll tical uoupo, and oxploi ted poll U cal 
quarrels. It h eeU,.,_tad that Gor•an at;onto in J'ranco he4, when tho 
.,..,. broke out, 1000 broedceoting ooto of an e!ficieot tTP• ozall 
enough to be concealed in two ouitcaooo. 

\/hen the war began, tho Gorman 04:0nto in J'rance ontorod upon 
an effort to lower French morale. They promoted the idee that Britain 
vae Gormany'o only ane,ey, and t hat rrnnco "'"'" a friend. '!'hoy tried 
in eney way to footer suspicion and cllotruot botvoon Jrench and 
Britioh troops. When activo warfare broke out, tho work of the l'1fth 
Column in Jraneo waa oimiler to that in l!oJ.cium. 

g. Rlloaia 

Accor4ing to a recent exa.inatioD of tvo doaertcra fro• the 
Oonan J.r1ri1, before tho Rueeo-Ger""" C•~~~;>aign bop.n, Gerlll8ll troop un1 h 
woro e4Yhe4 that eolll)>leto eneJQ' un1 to would dooert to thee. 'l'ho 
•auaaian• unite involved vore tvo croa•o4 b«ronota on the lett aide of 
the cboot aa a d1at1J181l.iohing e11blom, and Oar""" tanka were forbidden 
under eoTero penaltleo to fire upon them. Tha oxaminoc• wav thoao 
unito for the f i rat t ime end learned t hat tboy vor e Gorman pi oneer • . 
The latter otated t hat thoy bed boon landed in paraohutoa in Ruaoian 
uniform• behind the Ruasian linea in ordor to blow up cer tain objeo-

tivoa. 

a. 1'@ JNA)lESE FIJ'.l'H COL!J!m Ill MALAYA 1941 

In t he current action in tho !Waya l'onJ.neula, Japan••• l'1!th 
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Ool~oh hoiYe 'been actl'ft u f oUowo1 

a. I n 11141cau..,. llr1Uoh alrclro•• b)' PILCI<l"" cloWD patho 1n dee 
t1el4o, b)' the uoo of otrlpo of oloth or paint, b)' flaohloc llsht o, 
ond b)' plac1114 :.>ala loaYeo 1n certain podUono; 

b. ll,r 4htr1wU..,. 11111tar:r ocrlp and 'l'ba1 ourren..,., pou1bl7 
COUDhrfe1 to of llr1t1ah currency, aao..,. Malq naU no: 

c. ll,r pr ort41..,. Jap811ooo troopo vlth fl'l.14oo vho ban had lone 
r eo14enco 1n tho oountey tbro\1&1> vblob tho Jqaneoo are cperaUns: 

4. B)' clra>tl..,. upen tho pre-var .. plonoce of local Jepan••-• 
hllhl:r of!ect1Ye measure 1n locatlnc ! r1t1ob poo1t1ooo and commuotc .. 
Uono. 
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RESTRIC'fED 

0-2/2657-220; No . 579 U.I.D.,17, 0, ll:OO A,t.:., lleceaber 24, 1941. 

SITUATION REPORT 

I . Pacific Theater . 

PhiM/ipines: In the Lingayen area action continues. Our 
lines are hoi g. Japanese troops are probably ashore near Antimon~~. 
southern Lu~on , Japanese air activity wae relatively high on the 23rd. 
Fighting continues in llindanao. ~~ No new reports. Hong Kong: 
Still holds out . llalaya: Press reports indicate expected Japanese 
attack has begun in the west, with Japanese occupation of Kuala Krai 
in the east. Borneo: The Dutch &Mounce successful attacks on 
Japanese ships"01'1'""the coast. BurDa: Heavy air raids on Rangoon 
West Coast: Continued Japanesesutiiiarine activity reported. 

II. Eastern Theater. 

Ground : No change in general situation on Russian front. 
Apparently~front is beginning to harden with both sides reporting 
intense fighting, especially southwost of Tula . 

III . Western Theater . 

ill• All ac tivity curtailed by weather. 

IV. l:iddle Eastern Theater. 

Ground: Libya : Bri tioh forces continue occupation of 
Northern Cyrenaica . Axis forces are now concentrated in coastal area 
of Mf of Sirte between Beng}lazi and Aaedabia. Italian forces hold 
Ben&hazi and vicinity while Geroan troops are operating in the area 
south of Benghazi. 

Air : R.A.F. continutsoffensive action against aerodroaes 
and road col=• on Axis line of coc:nunicaUon. Enemy activity slight. 
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